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EFFECTIVE  USERS  OF 


INFORMATION  TECHNOLOGY 


payoff 


Legacy  systems.  Networle 
growtla.  Mounting  cost  pres¬ 
sures.  ^  Compared  to  tKe  ckal- 
lenge  of  running  tke  World 
Cup  games,  tliese  computing 
issues  make  for  a  pleasant  day 
at  tlie  office.  ♦  No  o  tk  er  orga¬ 
nization  kad  to  come  togetker 
so  quickly,  move  so  rapi  dly, 
in  so  skort  a  time,  as  tkis 
summer’s  World  Cup  games. 
^  Indeed,  it  was  tke  world’s 
largest,  most  watcked,  virtual 
corporation.  ♦  And  kekind  it 
all,  running  tk  e  wko  le  tk  ing, 
was  tke  world’s  largest  client/ 
server  network  ever  used  for 
a  single  sporting  event.  ^  More 
tk  an  1,000  Sun  workstations 
using  tke  Solaris®  operating 
environment  were  networked 
wi  tk  15  S  un  servers,  includ¬ 


ing  two  SPARCcenter  2000 
servers  wi  tk  over  32  giga- 
kyt  es  of  disk  storage.  ♦  Sun’s 
networked  computing  coor- 


dinated  an  d  executed  field 
operations  for  24  ^'^v^rld  Cup 
teams  tkat  played  in  four 
different  time  zones.  Tke 
entire  kusiness  operation 
of  tke  World  Cup  games  — 
more  tkan  Si  killion — was 
run  on  Sun  systems.  ♦  And, 
remarkakly,  tke  entire  net¬ 
work  was  insta  lied  in  less 
tkan  four  montks.  ♦  Wkick 
may  ke  wAy,  as  soccer 
fans  ckeered  tke  Brazilian 
ckampions,  computei'  fans 
ckeered  a  computing  system 
tkat  proved  simple  enougk  to 
manage,  yet  powerful  enougk 
to  run,  tk  e  wor  Id’s  largest 
sporting  event.  O  More  tkan 
135,000  kusinesses  are  using 
Sun  systems,  powered  ky  tke 
SPARC® ckip  and  tke  Solaris 
operating  environment,  to  gain 
a  competitive  advantage.  To 

learn  more,  ca  11 1-800-426-5321, 
ext.  755.  Or,  on  tke  I  nternet, 
access  Suns  Woria  Wide  Well 

server  at  nttp://www.snn -com/ 
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Exclusive  Computer  Supplier 
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Editor’s  note 


by  Paul  Gillin 

I  This  year’s  Premier  100  members  are  doing 
more  with  less  —  and  doing  it  very  well. 


Best  of  breed 

by  Michael  L.  Su  1 1  ivan-Trai  nor 

I  Tough  economic  times  have  spawned 
a  lot  of  innovation  in  IS  spending. 


Pressure  to  produce 

by  Paul  Gillin 

I  The  productive  benefits  of  the  trillion  dollars 
invested  in  computers  in  the  1980s  are  beginning 
to  show  up  —  in  some  unexpected  ways. 


photograph  by  WILLIAM  MCINTYRE 


Defying  the  odds 


by  Kevin  Burden 

I  No.  1  Unifi,  Inc.  weaves  big  profits  and  high 
growth  out  of  the  threads  of  a  stagnant  textile  industry. 
A  lean  IS  department  is  part  of  the  pattern. 


The  rest  of  the  best 

by  Renee  Barber 

^  The  companies  that  round  out  the  Premier 
100  Top  10  list  range  from  railroads  to  biotech. 
But  they  all  share  an  intense  focus  on 
technology’s  bottom-line  benefits. 

Power  of  the  purse 

by  Derek  Slater 

I  Giving  up  spending  control  to  user  departments 
doesn’t  have  to  be  a  drag.  Some  IS  operations  are 
actually  embracing  the  trend. 


Rocket  man 

by  Craig  Stedman 

I  Rockwell’s  James  Sutter  finds  the  silver  lining 
behind  clouds  in  the  defense  industry. 
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Peelin’  groovy 

by  Paul  Gillin 

^  Our  annual  opinion  survey  shows 
that  most  Premier  100  executives 
welcome  new  management  scrutiny. 


Get  connected! 

by  Avery  Jenkins 
^  Premier  100  companies  are  finding 
that  the  benefits  of  E-mail  and  EDI 
connections  are  showing  up  in  more 
ways  than  just  postal  savings. 


Star  performers 

by  Kim  S.  Nash 
^  Some  companies  far  outdistance 
their  industry  peers  in  their  Infor¬ 
mation  Productivity  rankings.  Here’s 
a  sample  of  what  they’re  doing  right. 


How  we  evaluated 
productivity 


by  Paul  Strassmann 
I  The  creator  of  the  Information 
Productivity  Index  outlines  a  new 
investment  concept:  Return  on 
management. 


Builish  on  technology 

by  Craig  Stedman 
I  While  everyone  else  decentralizes, 
Merrill  Lynch’s  Howard  Sorgen  looks 
for  savings  through  consolidation. 


Happy  together 

by  Joseph  Maglitta 
I  If  you’re  lucky  enough  to  report 
to  the  CEO,  you’d  better  be  up  to 
the  challenge. 


iS  in  his  genes 

by  Joseph  Maglitta 

Amgen,  Inc.’s  CEO  Gordon  Binder  wants  computing 
to  flourish  in  his  company’s  high-gTowth  culture. 


The  Premier  100 
at-a-giance  tables 

I  Comprehensive  tables  showing  how 
the  Top  100  companies  are  spending 
their  dollars  in  areas  such  as 
client/server,  PCs  and  staffing. 


Company  index 

I  An  alphabetical  listing  oi Premier 
100  companies  and  their  IS  leaders. 


Lessons  of  the 
productivity  paradox 

by  Stephen  Roach 
I  I’he  productive  value  of  the  1980’s 
IS  investment  is  showing  up,  but  why 
did  it  have  to  take  so  long? 
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1  Unifi,  Inc. 

26  Cone  Mills  Corp. 

51  Johnson  &  Johnson 

76  Fifth  Third  Bancorp 

2  Illinois  Central  Corp. 

27  Merck  &  Co. 

52  Newell  Co. 

77  Ameritech  Corp. 

3  Ambac,  Inc. 

28  Briggs  &  Stratton  Corp. 

53  NALCO  Chemical  Co. 

78  Rhone  Poulenc  Rorer,  Inc.  i 

4  ARA  Group,  Inc. 

29  Merrill  Lynch  &  Co. 

54  Lancaster  Colony  Corp. 

79  General  Mills,  Inc. 

5  UST,lnc. 

30  Boston  Bancorp. 

55  E-S^tems,  Inc. 

80  PaineWebber  Group,  Inc. 

6  RuorCorp. 

31  SunbeanvOster  Co. 

56  Nike,  Inc. 

81  Turner  Corp. 

7  IVIAPCO,lnc. 

32  Salomon  Brothers,  Inc. 

57  AdvantaCorp. 

82  Hon  Industries,  Inc. 

8  MBIA,lnc. 

33  Coca  Cola  Co. 

58  Southwestern  Bell  Corp. 

83  MBNA  Corp. 

9  U.S.  Healthcare,  Inc. 

34  Bristol-Myers  Squibb  Co. 

59  Travelers  Corp. 

84  General  RE  Corp. 

10  Amgen,  Inc. 

35  Praxair,  Inc. 

60  Charter  One  Rnancial,  inc. 

85  First  Virginia  Banks,  Inc. 

11  Newmont  Mining  Corp. 

36  Charles  Schwab  Corp. 

61  Gap,  Inc. 

86  Allergan,  Inc. 

12  Cooper  Tire  &  Rubber  Co. 

37  Gannett  Co. 

62  ValsparCorp. 

87  Le^ett  &  Platt,  Inc.  | 

13  Great  Lakes  Chemical  Corp. 

38  GEICOCorp. 

63  Bankers  Trust  New  York  Corp. 

88  May  Department  Stores  Co. 

14  Abbott  Laboratories 

39  Levi  Strauss  Associates,  Inc. 

64  McDonald's  Corp. 

89  Hershey  Foods  Corp. 

15  intemationai  Flavors  &  Fragrances,  Inc. 

40  Dibrell  Brothers,  Inc. 

65  Reebok  intemationai  Ltd. 

90  Hiilenbrand  Industries,  Inc. 

16  The  Bear  Steams  Cos. 

41  Gerber  Products  Co. 

66  Rrst  Commerce  Corp.,  LA 

91  Stewart  &  Stevenson  Services 

17  Wait  Disn^  Co. 

42  Rubbermaid,  Inc. 

67  Sigma  Aldrich  Co. 

92  Tribune  Co. 

18  CSF  Holdings,  Inc. 

43  Medtronic,  Inc. 

68  Thiokol  Corp. 

93  Reader's  Digest  Association,  Inc. 

19  Ace  Hardware  Corp. 

44  American  President  Cos. 

69  JP  Morgan  &  Co. 

94  Wal-Mart  Stores,  Inc. 

20  Waste  Management,  Inc. 

45  H&R  Block,  Inc. 

70  Rockwell  International  Corp. 

95  Sonoco  Products  Co. 

21  Collective  Bancorp,  Inc. 

46  Raytheon  Co. 

71  Emerson  Electric  Co. 

96  Gillette  Co. 

22  ScheringPlough  Corp. 

47  Kello^Co. 

72  CPC  international,  Inc. 

97  Werner  Enterprises,  Inc. 

23  Fmit  of  the  Loom,  Inc. 

48  Worthington  Industries,  inc. 

73  IDS  Financial  Corp. 

98  Avon  Products,  Inc. 

24  Morgan  Stanley  Group,  Inc. 

49  United  Healthcare  Corp. 

74  H.J.  Heinz  Co. 

99  Dover  Corp. 

25  American  Home  Products  Corp. 

50  W.  M.  Wrigley  Jr.  Co. 

75  3MCo. 

100  Upjohn  Co. 
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Mor6  for  the 

money 

Do  more  with  less. 

It’s  the  business  mantra  of  the  ’90s. 
Recession  and  decentralization  have 
wreaked  havoc  on  corporate  hierarchies. 
Layoffs  have  eroded  the  bonds  of  trust  be¬ 
tween  employer  and  employee.  Globaliza¬ 
tion  has  expanded  competition  beyond  U.S. 
shores. 

All  this  has  hit  corporate  IS  hard.  Tech¬ 
nology  has  become  a  deluge,  with  project 
cycle  times  measured  in  days.  Meanwhile, 
management  is  increasingly  suspicious  of 
the  productive  value  of  the  computing  in¬ 
vestment.  Service  sector  productivity  was 
flat  duringthe  1980s,  and  CEOs  are  right¬ 
fully  asking  whether  the  trillion  dollars 
U.S.  business  spent  on  computers  will  ever 
pay  dividends. 

It  was  with  this  new  reality  in  mind  that 
we  substantially  revised  the  selection  cri¬ 
teria  for  this  yeeiV'B  Premier  100  ranking. 

Throughout  the  previous  six  years  of  the 
Premier  1 00,  we  used  a  metric  that  favored 
companies  that  spent  heavily  on  IS,  invest¬ 
ed  in  end-user  computing  and  also 
achieved  high  profitability. 

Noble  goals,  but  not  in  line  with  the  reali¬ 
ties  of  the  ’90s.  We  decided  this  year  to  re¬ 
vamp  and  simplify  the  selection  criteria  for 
the  Premier  100  to  recognize  companies 
that  spend  the  least  on  IS  and  get  the  great¬ 
est  business  value. 

To  assemble  the  rankings,  we  turned  to 
Paul  Strassmann,  a  veteran  CIO  and  one  of 
the  leading  authorities  on  the  productivity 
of  the  IS  investment.  Strassmann’s  Infor¬ 
mation  Productivity  Index  enabled  us  to  se¬ 
lect  ihe Premier  100  based  on  publicly 
available  data.  For  a  detailed  methodology, 
see  his  introduction  to  the  charts  on  page 
45.  We  then  surveyed  the  Top  240  compa¬ 
nies  so  we  could  compare  those  in  the  Top 
100  with  others  that  finished  in  the  second 


tier.  Our  goal  was  to  find  out  what  these  ef¬ 
fective  users  are  doing  right. 

On  the  followingpages,  you’ll  see  what 
we  learned.  The  Premier  100  are  doing 
more  with  less,  and  they’re  doing  it  well. 


^  THE  PREMIER  100  TEAM  (from  left  to  right) 
Michael  L.  Sullivan-Trainor,  Kimberlee  Smith, 
Catherine  McCrorey,  Stephanie  Faucher,  Kevin 
Burden,  Renee  Barber  and  Paul  Gillin 

We  are  interested  in  hearingyour  reac¬ 
tions  to  \h& Premier  100 ,  our  selection 
method  and  the  special  issue  you’re  now 
reading.  Contact  me  directly  at  (508)  620- 
7724  or,  if  the  Infobahn  is  your  thing,  send 
me  a  message  via  MCI  Mail  at  575-4120  or 
the  Internet  at  pgillin(S)cw.com.  □ 


illustration  OyM.A.D,;  photograph  by  RALPH  MERCER 


SEPTE^  ER  19,  1994 


For  tkose  wko  wisk  not  merely 
to  seize  tke  day,  kut  to  seize  it 
elegan  tly,  we  present  a  work¬ 
station  uniquely  suited  to  tke 
task:  tke  new  SPARCst  ation"'' 
Voyager.™  ♦  A  fully-p  owered, 
flat-screen,  flicker-free,  energy- 
efficient  celekration  of  advanced 
design  and  engineering  tkat 
puts  true  workstation  power 
wkere  it  kelongs:  wkerever 
you’d  like  it.  ^  At  just  5.5 
inckes  deep,  tke  SPARCstation 
Voyager  fits  any  size  desktop, 
yet  delivers  real  power  to  multi¬ 
task,  run  advanced  grapkics, 
and  skare  voice,  video  and  data 


No  LAV  Sms  You  Cant  Cruise 

THE  INFORMATION  SUPERHIGHWAY 


Wm  A  LimE  STYLE. 


W1 


i  tk  coll 


eagues.  W  Ad  vance 


networking  capakilities  kelp  you 
connect  to  tke  world,  and  tke 
world  to  you.  An  ingenious  infra¬ 
red  interface,  for  example,  lets 
you  ’’keam ”  data  kack  and  fo  tk 


lietween  kanJ-keld  computers, 


an 


car 


an  or 


coo 


coo 


tkinl 


more 


d  kuilt-in  ISDN  and  PCMCIA 

d  slots  increase  your  connec¬ 
tivity  options.  ^  ^t,  for  all  tkis 
power,  tke  SPARC  station 
Voyager  occupies  a 
tactful  one-tkird 
tke  desk  space  of 
dinary  workstation.  It 
even  wkispers  as  it  runs,  tkanks 
to  an  advance  d  convection- 
led  design  tkat  eliminates 
ling-fan  noise.  ♦  Tke 
S  PARCstation  Voyager.  Tke 


consummation  of  advanced 


Eine  an 


d  design  tkat  makes 


cruising  tke  information  super- 
kigkway  not  only  an  eminently 
profitakle  ride,  kut  a  uniquely 
enjoyakle  one,  too.  ^  To  leaim 
cruise  tke  net  using  Mosaic 


at  kttp:// 


WWW.  sun.  coni 


/  ♦  c 


on- 


tact  your  Sun  sales  representative, 

1-  call  I-800-i26-532I,  ext.  745 


or  more 


information. 

lie  Network  IsTl  le  Computer 


Oiy‘)-i  Siiii  Mkrosysti'nis,  liu 


Balancing  tight 
budgets  and  targeted 
technology  spending 
are  keys  to  SUCCeSS 
for  Premier  100 

companies 


ite  the  high-growth,  high-profile 
e  of  computer  technology,  life  for 
rporate  information  systems  ex- 
e  has  never  been  tougher, 
s  face  the  paradox  of  keeping 
overhead  costs  down  while  providing 
the  company  with  the  greatest  benefits 
of  the  latest  technology,”  says  Richard 
Swanborg  Jr.,  managing  director  at 
Tradewinds,  a  Cambridge,  Mass.- 
based  IS  management  consultancy. 

Our  analysis  of  survey  data  from  the 
Premier  100  companies  reveals  that 
cost  pressure  is  evident.  The  average 
budget  as  a  percentage  of  revenue  for 
Premier  100  companies  is  2%  —  about 
the  same  as  for  the  782  firms  surveyed 
by  CSC  Index,  Inc.  in  its  1994  budget 
survey  (see  chart). 

For  our  second-tier  companies  — 
those  that  fell  just  below  the  Top  100 
ranked  by  information  productivity  — 
the  average  budget  percentage  is  3%. 

Budget  growth,  which  in  the  CSC  In¬ 


dex  sample  has  steadily  declined  from 
7.5%  in  1989  to  2.3%  this  year,  is  also 
lower  for  the  Premier  lOO's  Top  10 
than  for  the  rest  of  the  100  and  those 
below  the  100  rank  (see  chart). 

Yet  a  miserly  approach  to  IS  alone 
fails  to  address  the  other  side  of  Swan- 
borg’s  paradox.  IS  executives  must 
also  help  their  companies  capitalize  on 
technology. 

Take  the  case  of  Waste  Management, 
Inc.,  ranked  20th  among  the  1994  Pre¬ 
mier  100.  The  $7  billion-plus  waste  col¬ 
lection  and  disposal  firm  has  steadily 
reduced  IS  spending  in  recent  years, 
including  a  26%  reduction  this  year, 
yielding  a  $73  million  IS  budget. 

“But  we’ve  been  very  effective  in 
managing  our  portfolio  of  applications 
to  increase  functionality  and  stiU  up¬ 
grade  hardware,”  says  computer  ser¬ 
vices  director  James  C.  Murphy. 

Murphy’s  law?  Automate  and  focus. 

“We’re  holdingthe  line  on  personnel, 


Going  down 

Companies  with  the  highest 
information  productivity  spend  a  smaller 
percentage  of  their  revenue  on  IS 


(782  organizations  surveyed) 
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Going  up  (slowly) 

Top  companies  also  advance 
their  budget  more  slowly 


PREMIER  too 

1993-1994 

BUDGET  GROWTH 

TOP  10 

^■'4.3% 

TOP  100 

8.4% 

BOTTOM  100 

10.2% 

1994  CSC  INDEX 

BUDGET  SURVEY 

.  2.3% 

(782  organizations  surveyed) 


Stealth  spending 

But  more  money  is  going  outside 
IS  for  the  best  performers 
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and  automation  is  real  key  to  that,” 
Murphy  says.  The  data  center  is  the 
primary  focus  of  automation  projects, 
which  let  it  run  more  effectively  with 
fewer  staffers.  The  Premier  100  com¬ 
panies,  on  average,  have  a  low  ratio 
(.03  to  1)  of  IS  staffers  to  employees. 

Sometimes  the  executive’s  balanc¬ 
ing  act  is  aided  by  business  conditions. 

For  example,  W.  Ben  Kuenemann,  se¬ 
nior  managing  director  of  information 
services  at  16th-ranked  The  Bear 


Stearns  Cos.,  is  riding  the  wave  of  25% 
growth  in  the  financial  services  firm’s 
$57  billion  assets  from  1992  to  ’93  and 
23%  growth  in  its  $362.4  million  in  prof¬ 
its.  “We’re  growing  so  fast  as  a  busi¬ 
ness  that  we’re  really  focused  on  the 
revenue  generation  side  as  opposed  to 
the  cost  containment  side,”  he  says. 

But  the  job  is  subtler  than  blowing 
with  the  winds  of  financials.  KeepingIS 
on  course  requires  consistently  tight 
management  of  the  IS  budget’s  bottom 
line  while  making  dis¬ 
crete  investments  in 
new  applications  and 
platforms.  The  ability 
to  measure  return  on 
investment  (ROI)  is  key 
to  this  strategy.  Ninety- 
five  percent  oiPremier 
100  executives  rated 
ROI  measures  as  very 
important  to  getting 
project  approval. 

Overall,  the  Premier 
100  survey  shows  the 
need  to  keep  certain 
new  investments  as 
high  as  business  condi¬ 
tions  permit  while 


Technology  shift 

Client/server  investments  claim  a  large 
piece  of  development  for  all  companies 

Although  the  Top  10 
Premier  100  com¬ 
panies  devote  a  lower 
percentage  of  their 
development  budget 
to  client/server,  they 
rated  it  3.9  on  a  five- 
point  scale,  where 
five  is  most  impor¬ 
tant.  The  Top  100 
companies  rated  it 
3.8.  The  Bottom 
100  companies 
rated  it  3.9. 


PREMIER  100 

DEVELOPMENT  BUDGET 


TOP  10 

TOP  100 

s 

BOTTOM  100 

‘  i 
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holding  the  lid  on  infrastructure 
growth.  Hardware  investments  are 
only  15%  of  the  budget,  on  average, 
while  new  development  consumes 
more  than  50%.  Client/server  garners 
41%  of  system  development  spending. 

In  addition  to  the  resource  distribu¬ 
tion  challenge,  top  IS  executives  create 
policies  that  keep  their  staffs  and 
peers  aimed  at  the  right  targets. 

Amgen,  Inc.,  ranked  10th,  uses  a 
highly  decentralized  IS  structure  to 
support  its  biotechnology  break¬ 
throughs,  but  Bruce  D.  Whetstone,  di¬ 
rector  of  corporate  information  tech¬ 
nologies,  does  have  veto  power.  “I  don’t 
use  it  as  a  club,  but  I  will  challenge  cer¬ 
tain  acquisitions,”  he  says. 

AVOID  TUNNEL  VISION 

Another  valuable  lesson  learned  from 
top  IS  executives  is  to  pay  attention  to 
the  architecture  over  the  long  term. 
Bankers  Trust  New  York  Corp.,  ranked 
63rd,  has  been  nurturing  an  architec¬ 
ture  based  on  distributed  computing, 
consistent  platforms  and  application 
interoperability  for  10  years. 

Now,  with  profits  up  30.7%  to  $996 
million  and  assets  up  27.1%  to  $92  bil¬ 
lion,  the  bank  is  spending  richly  on  cli¬ 
ent/server.  The  $550  million  IS  budget 
is  up  18%,  with  80%  of  the  investment 
in  new  development  on  client/server. 

“Many  people  equate  client/server 
with  downsizing,”  says  Lyle  Anderson, 
the  bank’s  vice  president  of  technology 
strategic  planning.  “That’s  not  what 
we’re  doing.  We’re  doing  client/server 
on  industrial-strength  platforms  and 
building  our  own  middleware  to  allow 
interoperability.” 

Fifty-eight  percent  of  Premier  100 
executives  say  architecture  is  ex¬ 
tremely  important  to  their  strategies. 

Yet  regardless  of  strategy.  Premier 
100  IS  execs  have  the  same  objective. 
“It  absolutely  concerns  me  that  we’re 
making  people  more  productive,”  says 
Patrick  Zilvitis,  vice  president  of  cor¬ 
porate  information  technology  at  96th- 
ranked  Gillette  Co.  “If  we  aren’t,  we 
shouldn’t  do  what  we’re  doing.”  □ 


Su/'/ran- Tra/nor /s  aComputerworld  editor,  CW 
Guide. 
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BY  PAUL  GILLIN 


Is  IS  making  us  more 

productive? 

The  answer, 

finally,  may  be  yes 


Unifi,  Inc.  recently  equipped  20  sales¬ 
people  with  $3,000  worth  of  laptop  gear 
each.  These  salespeople  now  have 
more  current  and  relevant  information 
available  to  them  and  can  upload  sales 
orders  directly  to  headquarters.  But 
has  the  $75,000  investment  in  hard¬ 
ware,  software,  support  and  training 
made  them  more  productive? 

“That’s  a  tough  one,”  says  Jerry 
Moore,  vice  president  of  MIS  at  Greens¬ 
boro,  N.C. -based  Unifi.  “Our  manage¬ 
ment  has  bought  off  on  the  project  be¬ 
cause  the  information’s  more  timely. 
But  I  don’t  know  that  we  can  break 
down  [the  benefit]  into  dollars  and 
cents.” 

Unifi’s  situation  isn’t  unusual.  Cor¬ 
porate  information  systems  depart¬ 
ments  are  finding  it  harder  and  harder 
to  justify  the  productivity  benefits  of 
large  projects  using  age-old  criteria 
such  as  return  on  investment  (ROI)  or 
return  on  assets.  New  classes  of  sys¬ 
tems  projects  —  for  example,  group- 
ware,  decision  support  and  dataware¬ 
housing —  are  forcing  the  issue  of  how 


to  measure  benefits  when  the  benefits 
are  fuzzy  criteria  such  as  improved 
customer  satisfaction. 

Bui  Premier  100  IS  departments  are 
learningto  cope.  IS  executives  say  they 
are  relying  more  than  ever  on  business 
unit  partners  to  throw  their  weight  be¬ 
hind  systems  projects,  and  they’re 
learning  how  to  use  new  metrics  that 
show  heretofore  hidden  benefits  of  the 
IS  investment. 

Experts  say  the  big  measurement 
problems  stem  from  the  question  of 
how  to  measure  business  value.  “The 
problem  with  value  is  that  it’s  unde¬ 


fined,”  says  Thornton  May,  vice  presi¬ 
dent  of  research  and  education  at  Cam¬ 
bridge  Technology  Partners  in  Cam¬ 
bridge,  Mass.  “There’s  nowhere  on 
your  balance  sheet  for  defining  how 
smart  your  people  are  or  how  fast  you 
get  to  market.” 

“White-collar  productivity  studies 
are  almost  impossible  to  do,”  says  Erik 
Brynjolfsson,  assistant  professor  of 
management  at  MIT  in  Cambridge, 
Mass.,  and  author  of  a  1993  study  on 
the  topic.  “It’s  hard  to  quantify  quality, 
variety,  customer  service  and  respon¬ 
siveness.  But  these  are  things  that  in- 
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illustration  by  LARRY  GOODE 


formation  technology  contributes  to  a 
lot.” 

It’s  sometimes  called  the  productivi¬ 
ty  paradox:  Corporate  America  spent 
about  a  trillion  dollars  on  computing  in 
the  1980s,  while  nonmanufacturing 
productivity  stayed  almost  flat.  For¬ 
tune  magazine  opined  last  year  that 
“information  technology  is  already 
one  of  the  most  effective  ways  ever  de¬ 
vised  to  squander  corporate  assets.” 
The  magazine  pointed  out  that  spend¬ 
ing  on  IS  has  nearly  doubled  as  a  per¬ 
centage  of  U.S.  capital  investment  in  12 
years,  with  virtually  no  productivity  re¬ 
sults  to  show  for  it. 

SHIFTING  PARADOX 

However,  opinion  is  clearly  beginning 
to  shift  on  the  productivity  paradox. 
Recession  and  global  competition  have 
forced  U.S.  companies  to  finally  use 
the  technologies  they  put  in  place  dur¬ 
ing  the  past  10  years  with  correspond¬ 
ing  productivity  leaps.  Business  man¬ 
agers  are  more  convinced  than  ever  of 
the  computing  payoff  potential. 

Recent  research  has  demonstrated 
that  the  payback  is  finally  arriving,  but 
Premier  100  IS  directors  say  the  black 
eye  IS  got  during  the  Trillion  Dollar  De¬ 
cade,  combined  with  tighter  IS  budgets 
in  general,  forces  them  to  justify  com¬ 
puting  expenses  more  than  ever. 

“We  do  a  strict  return  on  investment 
analysis  on  every  project  over 
$75,000,”  says  the  chief  information  of¬ 
ficer  of  a  major  Midwestern  industrial 
company  who  asked  not  to  be  named. 

“If  we  can’t  justify  an  investment  on 
hard  dollars,  we  get  the  management 
together  and  present  the  facts.  If  man¬ 
agement  buys  it,  we  do  the  project,” 
Unifi’s  Moore  says.  “But  it’s  known  up 
front  that  there  aren’t  hard  dollar  re¬ 
turns.” 

But  Premier  100  CIOs  also  say  the 
productivity  question  has  become  a 
moving  target.  With  fewer  and  fewer  IS 
projects  providing  simple  cost  savings 
by  replacing  people,  savvy  IS  people 
are  shifting  the  responsibility  to  end- 
user  departments.  As  a  result,  users 
are  increasingly  paying  for  their  own 
computing  needs  (see  story  page  20), 
and  IS  chargeback  is  staging  a  revival. 


“We  charge  out  everything  we  do,” 
says  W.  Ben  Kuenemann,  senior  man¬ 
aging  director  of  information  services 
at  The  Bear  Stearns  Cos.  in  Whippany 
N.J.  “Why  should  I  be  held  responsible 
for  the  productivity  of  the  user  commu¬ 
nity?” 

Like  many  financial  firms.  Bear 
Stearns  enjoys  a  tight  link  between  the 
IS  function  and  business  departments. 
“In  this  business,  until  we  can  auto¬ 
mate  a  product,  we  don’t  have  a  prod¬ 
uct,”  Kuenemann  says. 

That  makes  it  easier  for  the  firm  to 
build  systems  that  don’t  have  hard  dol¬ 
lar  deliverables.  For  example,  the  firm 
is  now  building  a  common  workstation 
front  end  for  its  traders  that  has  slick 
editing  and  validity  checking  along 
with  automatic  routingof  trade  orders. 
The  payback:  improved  control,  recon¬ 
cilement  and  consistency  but  not  nec¬ 
essarily  cost  reduction. 

Tribune  Co.  in  Chicago  recently  un¬ 
dertook  a  large  database  marketing 
system  project  without  going  through 
an  ROI  process,  according  to  John  Ka- 
zik,  senior  vice  president  of  IS.  Kazik 
says  executives  believe  in  the  project 
on  a  gut  level.  “We  just  felt  it  was  im¬ 
portant  to  the  future  for  us  to  have  di¬ 
rect,  targeted  delivery  of  information.” 

USER  ACCOUNTABILITY 

The  importance  of  business-level  ac¬ 
countability  reverberates  during  in¬ 
terviews  with  Premier  100  CIOs.  Too 
many  IS  directors  were  burned  by 
spectacular  systems  failures  and  over¬ 
blown  expectations  during  the  ’80s, 
they  say.  Now  the  expectation  is  that 
the  user  should  take  the  credit  —  or 
blame  —  for  the  payback  of  the  project. 

“We  allocate  [information  technol¬ 
ogy]  resources  based  on  the  business 
plan,”  says  Don  Schuman,  vice  presi¬ 
dent  of  IS  at  Ace  Hardware  Corp.  in  Oak 
Brook,  Ill.  “Once  the  officer  responsi¬ 
ble  for  the  functional  area  decides  this 
is  a  priority,  he  gets  the  resources  to  do 
it.” 

Ace  has  installed  a  new  replenish¬ 
ment  system  for  its  14  distribution  cen¬ 
ters,  each  of  which  stocks  more  than 
60,000  items.  The  system’s  decision 
support  tool  is  used  by  fewer  than  a 


dozen  people  and  was  almost  impossi¬ 
ble  to  justify  on  an  ROI  basis,  Schuman 
says.  The  business  managers  had  to 
see  the  value.  “Did  we  eliminate  rebuy¬ 
ing  people?  No.  Did  we  increase  inven¬ 
tory  turnover?  Yes.  Was  it  because  of 
the  system?  We  don’t  exactly  know,  but 
inventory  turn  did  improve,  and  that’s 
what  counts  to  the  business  manager,” 
he  says. 

Those  who  believe  in  the  IS  produc¬ 
tivity  payoff  generally  agree  that  the 
reason  the  benefits  of  investment 
haven’t  shown  up  is  that  statisticians 
are  measuringthe  wrongthing.  Output 
of  widgets  per  hour  is  a  lousy  measure 
of  white-collar  worker  productivity, 
they  say,  particularly  when  corpora¬ 
tions  are  automating  production  jobs 
out  of  existence  but  actually  adding  of¬ 
fice  staffers  to  administer  the  automat- 
continued  on  page  12  ^ 


More  for  the  money 

Premier  100  executives  are 
seeing  a  productivity  payoff  .  .  . 


How  much  do  you  think  your  company’s 
information  technoiogy  investment  has 
enhanced  white-coiiar  productivity? 


GREATLY 


.  .  but  are  still  cautious  in  how  they  spend 
money  on  information  technology 

How  important  are  return  on  investment 
criteria  to  justifying  new  projects? 


VERY 


SOMEVl/HAT 

IMPORTANT 


DON’T  KNOW 
NOT  IMPORTANT 


Sourc-  Pre/n/eriOO  survey 
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4  continued  from  page  11 
ed  systems  on  the  factory  floor. 

“Our  total  inventory  isn’t  down  from 
10  years  ago,  but  we  are  carrying  more 
products,”  says  John  Mitchell,  director 
of  IS  at  Cooper  Tire  &  Rubber  Co.  in 
Findlay,  Ohio.  “Today,  we’re  twice  as 


Kazik’s  conviction  is  shared  by  Jerry 
Loev,  president  of  CSC/Impact,  a  new 
IS  management  consulting  arm  of 
Computer  Sciences  Corp.  Loev  says  IS 
got  a  bad  rap  during  the  booming  ’80s 
—  not  because  the  productivity  bene¬ 
fits  weren’t  there  but  because  there 


Here  are  some  sources  for  more  information  about  information 
systems  and  productivity: 

“HOW  TO  BOLSTER  THE  BOTTOM  LINE,”  by  Stratford  Sherman,  Fortune 
(information  Technology  Special  Report),  September  1993. 

“IS  INFORMATION  SYSTEMS  SPENDING  PRODUCTIVE?  NEW  EVIDENCE 
AND  NEW  RESULTS,”  by  Eric  Brynjolfsson  and  Lorin  Hitt,  MIT  Working  Paper, 
September  1993. 

“INFORMATION  TECHNOLOGY  AND  ORGANIZATIONAL  PERFORMANCE,” 

by  Vijay  Sethi  and  others.  Information  and  Management  25,  1993. 

“IT  ENHANCES  ORGANIZATIONAL  PRODUCTIVITY:  FACT  OR  FANTASY?” 

by  Doris  G.  Duncan,  Information  Executive,  Sept.  22,  1991. 

“SERVICES  UNDER  SIEGE  —  THE  RESTRUCTURING  IMPERATIVE,” 

by  Stephen  S.  Roach,  Harvard  Business  Review,  September-October  1991. 

THE  BUSINESS  VALUE  OF  COMPUTERS,  by  Paul  Strassmann, 

Information  Economics  Press,  1990. 

COMPUTERS  AND  PRODUCTIVITY,  by  Michael  Dertouzos,  MIT  Press,  1989. 

“AN  ASSESSMENT  OF  THE  PRODUCTIVITY  IMPACT  OF  INFORMATION 
TECHNOLOGY,”  by  Gary  Loveman,  MIT  Management  in  the  1990s  program, 
July  1988. 


big  a  company,  and  we  carry  three 
times  as  many  products.  Our  white-col¬ 
lar  workers  do  more  than  they  used  to 
do.” 

One  reason  that  criticism  of  IS  as  a 
financial  black  hole  is  finally  softening 
is  that  the  recession  highlighted  bene¬ 
fits  of  the  information  technology  in¬ 
vestment  that  no  one  had  even  seen  be¬ 
fore,  productivity  advocates  say. 

“I  contend  that  all  the  PCs  and  voice 
mail  and  cellular  phones  and  such 
we’ve  installed  in  the  last  10  years  have 
enabled  the  cost  reductions  we’re  see¬ 
ing  throughout  the  country,”  says  Tri¬ 
bune’s  Kazik.  “Companies  are  saying 
we  don’t  need  all  these  white-collar 
people  anymore,  and  that’s  because  of 
information  technology.” 


was  no  need  to  take  advantage  of  them. 

“How  were  we  able  to  do  all  this 
downsizing,  particularly  in  the  middle 
management  layers,  all  of  a  sudden?” 
Loev  asks.  “I  think  the  answer  may  be 
that  that  trillion-dollar  investment  [in 
the  1980s]  was  worthwhile,  and  one 
reason  we  didn’t  get  the  payoff  then 
was  that  companies  didn’t  have  to  take 
those  drastic  personnel  actions.” 

Loev  contends  that  the  flattening 
and  decentralization  that  has  gone  on 
in  corporate  America  in  the  past  five 
years  has  been  enabled  by  the  avail¬ 
ability  of  cheap,  powerful  technology. 
Moreover,  computers  have  enabled 
businesses  to  enter  new  markets  more 
quickly  because  of  the  reduced  need 
for  administrative  support  and  the 
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availability  of  better  information. 

What’s  more,  the  payoff  usually 
doesn’t  come  so  much  from  the  direct 
application  of  technology  as  from  the 
process  changes  that  technology  in¬ 
spires.  Unifi’s  installation  of  an  imag¬ 
ing  system  revealed  that  a  large 
amount  of  employee  time  was  being 
spent  shuffling  paper,  Moore  said.  As  a 
result,  invoice  reconciliation  was  shift¬ 
ed  to  an  automated  system. 

According  to  Cambridge  Technology 
Partners’  May,  group-oriented  technol¬ 
ogies  such  as  LANs  and  shared  data¬ 
bases  can  reveal  assets  a  company 
never  knew  it  had.  “Companies  will  go 
out  and  pay  high  prices  to  get  intellec¬ 
tual  assets  that  they  already  have  but 
don’t  know  about,”  he  says.  “When  you 
can  now  communicate  point  to  point 
throughout  the  organization,  you  can 
find  out  more  easily  where  these  re¬ 
sources  are.” 

Productivity  figures  also  fail  to  mea¬ 
sure  opportunity  costs,  which  CIOs  say 
are  an  increasingly  important  driver  of 
IS  investment.  “Putting  in  a  phone  line 
to  let  an  outside  shipper  access  our 
credit  system  will  cost  us  $12,000  a 
year,”  Unifi’s  Moore  says.  “Is  that 
worth  doing?  Well,  one  bad  credit  deci¬ 
sion  will  cost  US  far  more  than  that.” 

In  fact,  lost  opportunity  is  becoming 
a  major  selling  point  for  new  projects. 
IS  executives  point  out  that  intangibles 
such  as  happy  customers  and  quick  de¬ 
livery  times  translate  into  repeat  busi¬ 
ness  and,  ultimately,  bigger  profits. 
And  end  users  empowered  by  decision 
support  and  analysis  tools  are  more 
likely  to  steer  companies  toward  new 
opportunities  that  otherwise  would 
never  have  been  seen. 

Ultimately,  a  chief  executive  officer 
who  is  passionate  about  the  business 
potential  of  technology  is  an  IS  manag¬ 
er’s  best  friend. 

“Our  top  management  is  not  in  love 
with  [information  technology],  but 
they  are  very  adamant  about  quality, 
customer  service  and  being  low  cost,” 
Cooper  Tire’s  Mitchell  says.  “We  pur¬ 
sue  every  investment  with  that  in 
mind.”  □ 


Gillin  is  Computerworld 's  editor. 
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In  the  textile  industry  in  which  foreign 
competition  has  buried  80%  of  the  U.S. 
firms  in  the  past  25  years,  the  success 
of  Unifi,  Inc.  is  almost  miraculous. 

Ranked  tops  among  the  Fortune  500 
for  sales  growth  —  147%  from  1991  to 
1992  —  and  No.  8  for  the  highest  total 
return  to  investors  over  a  10-year  peri¬ 
od,  Unifi  controls  60%  of  the  domestic 
polyester  textured-yarns  market  and 
15%  of  the  European  market.  Since  its 
inception  in  1971,  the  Greensboro,  N.C., 
company  has  never  had  a  losingyear. 

One  secret  of  its  success  hes  in  the 
company’s  “Quality  through  Pride” 
slogan,  which  is  fervently  embraced  by 
its  4,700  workers. 

Another  is  fanatical  devotion  to  cost 
control.  In  a  market  in  which  price  is  a 
major  competitive  factor,  Unifi  has 
consistently  kept  its  sales  and  admin¬ 
istrative  expenses  below  3%  of  net 
sales  for  several  years  —  evidence  of  a 
very  lean  company  that  has  been  able 
to  underprice  most  of  its  competition. 

That  attention  to  doing  a  lot  with  a 
little  earned  Unifi  the  top  spot  in  this 
year’s  Computerworld  Premier  100 . 

WEAVING  SUCCESS 

Unifi  is  riding  success  in  polyester,  ny¬ 
lon  and  cotton  textiles  into  new  mar¬ 
kets.  In  1991,  the  company  virtually 
doubled  in  size  when  it  bought  its  larg¬ 
est  competitor,  Macfield,  Inc.,  with  a 
$360  million  stock  swap.  Less  than  two 
years  later,  Unifi  entered  the  spun 
yarn  market,  one  of  its  final  frontiers, 
with  the  acquisitions  of  Vintage  Yarns, 
Inc.  and  Pioneer  Corp. 

“With  these  deals,  our  product  line  is 
now  complete,  and  we  will  probably  be 
looking  to  acquire  other  spun  yarn 
companies,”  says  Jerry  Moore,  vice 
president  of  MIS. 

While  its  mahogany-paneled  execu- 


^UNIFI’S  JERRY  MOORE  maintains  a  corporate  philosophy  that  technology  is  a  strategic  tool 


tive  suites  and  dress  codes  indicate 
that  Unifi  still  clings  to  tradition,  the 
company  embraces  an  operational  phi¬ 
losophy  that  is  very  New  Age. 

From  the  top  down,  technology  is 
viewed  as  a  strategic  tool.  Knowing 
workers  can  increase  productivity 
only  so  much  before  they  hit  a  wall,  Un¬ 
ifi  realized  early  on  that  if  it  were  to 
continue  its  growth,  it  would  need  to  do 
it  through  technology. 

Unifi  was  the  first  company  to  install 
900  meter/min.  texturing  in  the  late 
1970s,  an  upgi'ade  most  textile  compa- 
continued  on  page  16^ 
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Meet  a  man  with  a  clear  vision 


The  industry  is  rapidly  changing.  The  competi¬ 
tion  is  becoming  intense.  Your  customers  are 
demanding  better,  more  affordable  service. 

Your  employees  need  faster,  more  efficient  access 
to  information. 

Sound  familiar?  Throw  in  the  fact  that 
you’ve  got  2.3  million  customers  spread  over  four 
states  and  you’ve  got  a  typical  day  at  the  office  for 
Dennis  Walsh,  CIO  of  Entergy,  one  of  the  largest 
electric  utilities  in  the  United  States. 

Making  the  decision. 

When  Walsh  joined  the  company  in  December 
1991,  he  saw  that  Entergy’s  mainframe/PC  envi¬ 
ronment  didn’t  allow  for  nearly  enough  interac¬ 
tivity  and  made  custom-application  development 
a  slow,  expensive  process.  He  felt  client-server 
computing  was  the  way  to  go  and  tested  configu¬ 
rations  from  several  of  the  leading  suppliers. 

“We  chose  Sun  because  their  technology  of¬ 
fers  the  price/performance,  flexibility,  and  tools  to 
build  sophisticated,  networked  business  systems 
that  will  allow  our  employees  to  make  faster, 
well-informed  decisions,”  Walsh  says.  “The  com¬ 
bination  of  SPARC  chip  technology  and  the  scala¬ 
bility  of  Solaris  software  gives  Sun  a  significant 
advantage  over  its  competitors.  We’re  very 
pleased  with  the  products  we  have  from  Sun.” 

Making  the  move. 

With  10,000  employees  in  more  than  100  sites, 
Entergy  needed  a  flexible,  powerful  information 
system  environment —  fast.  They  got  it.  And 
they  got  a  pleasant  surprise;  They  did  it  ahead 
of  schedule. 


“It’s  an  astonishing  effort  in  my  mind,” 
Walsh  says.  “We’ve  been  able  to  do  things  faster 
than  anyone  would  have  thought  possible.” 

Since  installing  their  first  Sun®  system  in 
July  of  1992,  Entergy  is  currently  mnning  33 
SPARCcenter™  2000  and  SPARCserver™  1000 
systems  networked  to  their  PCs  with  FDDI, 
Token  Ring,  and  Ethernet.  So  employees  are 
now  able  to  access,  manipulate,  and  share  infor¬ 
mation  much  more  quickly,  regardless  of  their 
location.  And  they’re  able  to  develop  custom 
applications  faster,  keeping  them  a  step  ahead  of 
the  competition. 

Walsh  notes,  “We’re  mnning  our  mission- 
critical  applications  on  Sun:  all  our  financial  sys¬ 
tems,  our  data  warehouse,  our  budget  system,  our 
work-management  system,  and  automated  map¬ 
ping  and  facilities  management — everything.” 

Making  the  grade. 

Typical  of  the  man  who  saw  how  to  integrate  his 
heterogeneous,  far-flung  enterprise  into  an  effi¬ 
cient,  productive  network,  Walsh  refuses  to  take 
all  the  credit.  “It’s  easy  to  have  a  vision,”  he  says. 
“You’ve  got  to  have  people  who  can  deliver  it.” 

Obviously,  Entergy  and  Sun  have  just  those 
people.  “Clearly  it  takes  a  team  effort  to  make  it  a 
reality.  It’s  only  possible  with  a  very  dedicated 
group  of  people  who  are  willing  to  take  pmdent 
risks  and  commit  to  the 
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I  UNIFI’S  PREMIER  TEAM  (top):  LaVern  Payne,  Jodi  Foran,  Steve  Holley,  Keith  Gaskiil,  Rich¬ 
ard  Lucas,  Chris  Dorsett;  (bottom):  Roxann  Hooks,  Craig  Wilson,  Jerry  Moore,  Richard  Stevens 
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nies  did  not  make  until  the  ’80s.  Substantial  modernization 
and  plant  automation  investments  increased  yarn  produc¬ 
tivity  at  its  Yadkinville,  N.C.,  plant  from  3.1  million  pounds  a 
week  in  the  early  ’80s  to  5.2  million  pounds  a  week  today 
with  400  fewer  workers. 

“We  don’t  necessarily  abandon  the  way  things  have  been 
done  in  the  past.  We  just  first  look  for  ways  to  take  advantage 
of  today’s  technology,’’  Moore  says. 

“There  was  a  time  when  we  would  have  stacks  of  invoices 
lying  around  here,”  he  adds.  “Today,  they  are  all  scanned 
and  can  be  printed  on  one  sheet  of  paper  if  needed.”  Imaging 
technology  implemented  last  summer 
eliminated  much  of  the  paper  shuf¬ 
fling,  bringing  a  greater  level  of  effi¬ 
ciency  to  the  company’s  sale  and  pur¬ 
chase  transactions.  “We  were  also 
able  to  use  many  employees  in  more 
meaningful  tasks,”  Moore  says. 

With  a  crop  of  IBM  AS/400s  running 
the  business,  Unifi  has  committed  28% 
of  its  new  software  development  to  cli¬ 
ent/server.  “We  have  several  scat¬ 
tered  systems  right  now  but  are  work¬ 
ing  on  an  overall  strategy  to  glue  them 
all  together,”  Moore  says. 

While  he  has  a  hard  time  envision¬ 
ing  the  day  when  client/server  will  re¬ 
place  his  core  AS/400s,  Moore  does 
feel  it  will  keep  him  from  having  to  up¬ 
grade  to  larger  boxes. 

The  very  structure  of  the  informa¬ 
tion  systems  department  promotes 


The  66-member  IS  staff,  though  the 
largest  staff  Unifi  has  had  to  date,  has 
about  two-thirds  the  IS  staffer/employ¬ 
ee  ratio  that  the  other  Premier  100 
companies  have.  That  is  part  of  the 
reason  why  decisions  are  made  so  rap¬ 
idly. 

“Benefits  are  visualized  rather  than 
cost-justified,”  Payne  says.  “Our  IS 
staff  is  relatively  small;  therefore,  we 
cannot  afford  to  get  caught  up  in  tons  of  analysis.” 

Once  Payne  completes  a  strategic  evaluation,  the  project 
is  quickly  handed  off  to  the  development  staff.  “We  do  not 
want  anyone  gettingbogged  down  here,”  Moore  says.  “Thir¬ 
ty  days  after  the  project  is  done,  I  want . . .  them  out  of  it.” 

Even  with  the  relatively  small  IS  staff,  outside  service  pro¬ 
viders  are  used  minimally.  “Only  if  we  get  bottlenecked  in  a 
project  or  require  expertise  in  a  certain  technology  area 
that  we  do  not  have  do  we  turn  to  outside  help,”  Moore  says. 
“Otherwise,  we  do  everything  we  can  in-house  and  try  to  in¬ 
volve  as  much  of  our  staff  as  possible  so  they  feel  a  part  of 
the  team  as  well  as  the  benefits  of  their  efforts.” 

Just-in-time  delivery  demands  from 
retailers  require  that  manufacturers 
stay  in  steady  contact  with  supphers. 
Electronic  data  interchange  (EDI)  has 
been  a  part  of  Unifi’s  integrated  sys¬ 
tem  since  1989.  Today,  the  company  is 
connected  to  approximately  200  tex¬ 
tile  manufacturers  and  suppliers. 
About  40%  of  outbound  customer  ship¬ 
ments  and  95%  of  inbound  go  through 
EDI. 

While  Unifi  encourages  innovation, 
it  is  pragmatic  about  it.  “We  have  two 
major  plants,  but  only  one  of  them  is 
networked,”  Moore  says.  “Once  we  get 
the  systems  fully  developed  and  know 
the  prototype  will  work,  only  then  will 
we  tie  in  the  other.”  □ 


Burden  is  Computerworld's  senior  research¬ 
er,  Firing  Line/Scorecard. 


Lean  ancJ  mean 

A  70:1  employee-to-IS  staff  ratio 
marks  Unifi ’s  low  overhead  approach 
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Unifi,  Inc. 
Greensboro,  N.C. 
Textiles 


4,777 


$1.39B 

$6M 


28% 


change.  Take  LaVern  Payne,  Unifi’s 
plans  and  analysis  manager.  His  sole 
purpose  is  to  question  processes  and 
evaluate  how  new  technologies  might 
improve  them. 

“I  have  encountered  zero  opposition 
to  any  new  ideas  or  technologies,” 
Payne  says.  “AH  I  ever  need  to  do  is 
make  the  business  case  and  show  how 
the  technology  applies.  Once  that  is 
done,  the  process  moves  very  quickly.” 

ACTION  FIRST 
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BY  RENEE  BARBER 


Companies  ranked  two  through  10  in  the 
1994  Premier  100  come  from  six  industries 
and  seven  states,  but  all  have  one  thing  in 
common:  cost  consciousness.  Here’s  a  brief 
look  at  the  IS  strategies  of  these  companies. 


but  also  allows  shippers  to  dial  in  and  run 
their  own  queries.  The  report  is  then  sent  to 
the  shipper  via  mailbox  or  fax  and  allows  the 
shipper  to  better  plan  production  schedules. 

Ambac,  Inc. 


Rounding 

out 

our  Top 

10  list .  .  . 


The  country’s  10th  largest  railrbadcompany 
is  focusing  new  information  systems  initia¬ 
tives  on  cutting  costs  while  improving  cus¬ 
tomer  support.  Two  years  ago,  Illinois  Cen¬ 
tral  relocated  its  data  center  from  Chicago 
to  the  suburbs  in  a  move  to  disperse  IS  func¬ 
tions  into  departments  and  cut  space  costs, 
according  to  Norman  Schwarz,  director  of 
technical  network  support.  Operationally 
oriented  transportation  systems  have  been 
outsourced,  a  move  that  Schwarz  says  not 
only  saved  costs  through  consolidation  but 
also  allowed  the  firm  to  quickly  add  electron¬ 
ic  data  interchange  (EDI)  capabilities. 

In  April,  the  company  installed  an  IBM 
ES/9000  (9221)  and  is  now  in  the  process  of 
migrating  applications  from  an  aging  IBM 
3081  to  the  new  system.  A  new  personal  inju¬ 
ry  claims  database  will  track  medical  and  le¬ 
gal  cases  against  the  firm.  It  is  also  expand¬ 
ing  its  use  of  handheld  technologies  for 
inventory  and  car  repair  billing  information. 

Expanded  EDI  use  not  only  provides  ship¬ 
ping  instructions  and  communication  be¬ 
tween  Illinois  Central  and  other  railroads 

^  FLUOR’S  KEN  CAIN:  IS’  future  success  depends 
on  its  ability  to  use  infrastructure  Fluor  has  built 


This  financial  services  holding  company  has 
made  aggressive  investments  in  technology 
recently  to  achieve  its  objective  of  being  “the 
premier  supplier  of  credit  enhancement  and 
information  services  within  the  markets  in 
which  we  choose  to  compete,”  according  to 
Chief  Executive  Officer  Phillip  Lassiter’s  an- 

continued  on  page  18  ^ 
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4  continued  from  page  1  7 
nual  report  message. 

To  support  that  charge,  Ambac’s  IS 
department  has  developed  systems  for 
underwriting  and  surveillance,  track¬ 
ing  new  business  and  monitoring  the 
firm’s  existing  book  of  insured  trans¬ 
actions.  Ambac  also  attributes  much  of 
its  success  to  the  implementation  of 
on-line  services  this  year.  Ambac  IS  ex¬ 
ecutives  declined  to  be  interviewed. 

Information  services  expenses  for 
last  year  were  $28.3  million,  up  34% 
from  1992.  However,  much  of  the  in¬ 
crease  was  due  to  Ambac’s  need  to 
fund  development  of  new  product  lines 
for  Healthcare  Knowledge  Resources, 
a  health  care  information  services  firm 
that  its  Health  Care  Information  Ser¬ 
vices  (HCIA)  subsidiary  acquired  in 
1992. 

HCIA  became  profitable  last  year 
and  contributed  to  Ambac’s  record  net 
income  of  nearly  $180  million  on  reve¬ 
nue  of  $327  million. 

mtA  Group,  Inc. 

One  of  the  nation’s  largest  food  and  di¬ 
versified  services  firms  has  recently 
undertaken  major  IS  initiatives  de¬ 
signed  to  give  business  unit  managers 
more  face  time  with  customers.  The  fo¬ 
cus  in  ARA’s  food  seiwices  business 
units  is  to  cut  administrative  duties 
and  streamline  back-office  work,  ac- 
cordingto  John  KaUelis,  vice  president 
of  information  technology.  The  compa¬ 
ny  is  also  fine-tuning  its  billing  system. 

For  ARA’s  food  services,  IS  has  devel¬ 
oped  a  food  production  system  that  de¬ 
signs  menus  according  to  nutritional 
content,  prior  sales  and  demand.  Also, 
IS  is  expanding  its  EDI  use  in  its  textile 
rental  services  to  provide  a  single  bill 
to  each  of  its  60-plus  national  accounts. 

A  streamlining  effort  increased 
ARA’s  1994  IS  budget  by  just  2.5%,  but 
financial  support  stayed  strong  for 
new  software  development  in  order  to 
continue  operational  improvement. 
Much  of  IS’  investment  is  dedicated  to 
client/server,  and  its  goal  is  to  move 
40%  of  its  applications  to  client/server 
within  three  years. 


Industry  leaders 

Services  firms  dominate  the  Premier 
100  list  when  ranked  by  vertical  market 


NUMBER  OF  U’’ CATEGORIES  01 
'companies  „  PREMIER  100  COMPANIES  ■’ 

Financial  services 

Diversified  services 

Pharmaceuticals 

Food 

Commercial  banks 

Electronics 

Savings  banks 

Chemicals 

K*  ' 

Retailing 

K  ^  . 

pifc 

Farm  equipment 

Metal  products 

Publishing  and  printing 

Transportation 

Apparel 

Furniture 

Photographic  equipment 

Plastic  products 

Soaps  and  cosmetics 

Textiles 

Tobacco 

Utilities 

Aerospace 

Beverages 

K  "fn.* 

Forest  products 

Life  insurance 

Metals 

IL.  •.'T 

Gold  mining 

Petroleum  refining 

The  firm’s  information  systems  and 
staff  are  decentralized  —  there  are 
only  12  corporate  staffers  —  and  Kal- 
lelis  says  a  plan  to  bring  business  units 
closer  together  by  creating  “collabora¬ 
tive”  support  services  throughout  the 
corporation  won’t  harm  ARA’s  decen¬ 
tralized  philosophy. 

UST,  Inc. 

The  $1.1  billion  holding  company  for 
four  wholly  owned  subsidiaries  — 
United  States  Tobacco  Co.,  Interna¬ 
tional  Wine  &  Spirits  Ltd.,  UST  Enter¬ 
prises,  Inc.  and  UST  International,  Inc. 
—  continues  to  grow  in  a  declining 
market.  Sales  increased  7%  last  year, 
and  net  earnings  climbed  to  $349  mil¬ 
lion —  a  12%  gain. 

Because  it  produces  the  dominant 


share  of  smokeless  tobacco  products 
in  an  antismoking  environment,  UST 
has  been  able  to  raise  prices,  maintain 
profits  and  increase  unit  volume. 

Last  year,  UST  continued  to  make  in¬ 
vestments  in  technology  to  improve 
quality  and  productivity.  IS  is  respon¬ 
sible  for  developing  and  improving  sys¬ 
tems  to  monitor  growing  conditions 
and  crop  yields  in  the  regions  that  sup¬ 
ply  the  company’s  tobacco. 

IS  is  also  responsible  for  developing 
shipping  systems  that  ensure  distribu¬ 
tors  have  the  freshest  possible  supply 
of  UST’s  smokeless  brands  in  stock. 
These  systems  also  monitor  sales  and 
inventory  so  that  UST’s  products  are 
brought  to  market  in  a  timely  manner. 

Fluor  Corp. 

The  key  word  at  Fluor,  the  country’s 
largest  international  engineering  and 
construction  firm,  is  communication. 
To  compete  more  effectively  in  far- 
flung  overseas  operations,  the  compa¬ 
ny  is  revamping  its  international  net¬ 
work.  Fluor  already  sends  some 
350,000  electronic-mail  messages  a 
month.  A  project  to  expand  use  of  Lo¬ 
tus  Development  Corp.’s  Notes  will 
grow  the  user  base  from  its  current 
size  of  600  users  to  8,000  during  the 
next  three  years. 

For  the  past  two  years,  Fluor  has 
been  reorganizing  IS  to  keep  up  with 
expanding  business.  All  50  worldwide 
offices  now  have  a  local  IS  manager  re- 
portingto  corporate  headquarters. 

Director  of  information  management 
Ken  Cain  maintains  that  IS’  future  suc¬ 
cess  depends  on  its  ability  to  use  the 
infrastructure  Fluor  has  built.  Cain 
sees  training  as  the  key.  “Instead  of  fo¬ 
cusing  on  hardware  costs,  we  need  to 
focus  on  process  cost,  on  training  our 
people,”  he  says. 

Fluor  is  hoping  to  move  to  the  friend¬ 
lier  Windows  environment  and  recent¬ 
ly  staged  an  internal  trade  show  to  pro¬ 
mote  the  move.  Calling  Windows  an 
“enabler,”  Cain  says  he  hopes  to  prod 
reluctant  users  to  make  the  Windows 
jump  by  significantly  expanding  train¬ 
ing. 
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This  diverse  energy  company  is  under¬ 
taking  a  major  re-engineering  initia¬ 
tive  to  become  the  most  successful  pro¬ 
vider  of  quality  energy  and  energy 
products. 

During  the  past  six  months,  MAPCO 
has  dispersed  development  groups  out 
to  its  business  segments,  which  ex¬ 
ceeded  the  firm’s  expectations  for  im¬ 
proved  communications,  according  to 
Chris  Scalet,  vice  president  of  IS.  MAP¬ 
CO  has  kept  its  shared  services  cen¬ 
tralized  on  an  IBM  ES/9000  mainframe. 

Currently,  IS  is  developing  a  technol¬ 
ogy  architecture  and,  to  assist  in  the 
re-engineering  initiative,  has  created  a 
business  process  support  services  de¬ 
partment  comprised  of  re-engineering 
consultants.  MAPCO  hopes  a  new  sys¬ 
tem  in  production  will  soon  provide  up- 
to-the-minute  inventory  and  status  in¬ 
formation  to  shippers.  The  firm  is 
“slowly  migrating”  to  client/server,  al¬ 
lowing  vendors  to  lead  with  products 
that  are  demonstrated  to  be  effective. 
Scalet  says  IS  adopts  only  proved  tech¬ 
nology  and  lets  vendors  take  care  of 


most  resear 


elopment. 


The  nation’s  leading  insurer  of  munici¬ 
pal  bonds  is  a  “prudent  company”  in 
both  business  dealings  and  IS  deci¬ 
sions,  according  to  Jeff  Kostiw,  MBIA 
vice  president  and  manager  of  infor¬ 
mation  technology.  As  part  of  a  broad 
move  from  Wang  Laboratories,  Inc. 
minicomputers  to  a  client/server  set¬ 
up,  MBIA  increased  its  budget  17.5% 
this  year.  The  IS  function,  which  is  now 
90%  centralized,  will  also  be  spread 
out  during  the  next  three  years  to 
bring  development  closer  to  users. 

Among  the  projects  on  IS’  plate  right 
now  are  an  accounting  system  to  han¬ 
dle  the  increased  volume  of  accounts 
for  one  cash  management  subsidiary 


^  U.S.  HEALTHCARE’S  RICHARD  CAS¬ 
TOR:  We  do  [systems]  on  an  enterprise  scale 


and  a  fixed  income  trading  desk  to  han¬ 
dle  portfolio  management. 

With  all  that  change,  Kostiw  says  he 
has  one  big  issue:  ‘  ‘IT  and  the  firm  need 
to  accelerate  training.” 

Il.$.  Healthcare,  Inc. 

The  IS  department  at  U.S.  Healthcare 
is  now  benefiting  from  a  major  initia¬ 
tive  to  boost  its  technology  investment 
as  it  expands  from  its  New  England 
and  Mid-Atlantic  base  into  the  South¬ 
east.  “Our  systems  hallmark  is  that  we 
do  not  dabble  in  things.  We  do  them  in 
enterprise  scale,”  claims  CIO  Richard 
Castor.  Last  year,  its  IS  budget  in¬ 
creased  18%,  and  there  are  50  major 
development  projects  on  the  drawing 
board.  Thirty  percent  of  new  develop¬ 
ment  is  in  client/seiwer. 

IS  has  developed  automated  call  cen¬ 
ters  to  field  the  18,000  customer  calls 
the  company  receives  daily,  as  well  as 
EDI  and  imaging  applications  to  han¬ 
dle  550,000  images  a  month.  A  new  ful¬ 
fillment  processing  automated  system 
will  answer  customer  information  re¬ 
quests,  store  them  in  a  database  and 
automatically  mail  forms  and  letters. 
IS  is  also  developing  a  practice  man¬ 
agement  system  to  link  doctors  to  the 
firm’s  patient  tracking  and  billing.  A 


new  preferred  treatment  protocol  sys¬ 
tem  advises  physicians  on  the  latest  ef¬ 
fective  treatment  plans  and  provides 
pharmacists  with  drug  use  reviews. 

Amgen,  Inc. 

The  U.S.’  largest  biotechnology  firm 
has  to  develop  systems  quickly  to 
maintain  its  position  in  a  hot  market. 
The  firm  leads  its  industry  in  product 
launches  and  IS  spending,  according 
to  Bruce  Whetstone,  director  of  corpo¬ 
rate  information  technologies.  He  says 
the  IS  investment  as  a  percentage  of 
revenue  has  been  ahnost  double  the 
pharmaceutical  industry  average. 

The  downside  of  the  rapid  growth  is 
that  Amgen  has  had  little  time  to  create 
a  solid  information  architecture.  “The 
one  word  that  comes  to  mind  to  survive 
in  this  environment  is  ‘nimble,’  ”  Whet¬ 
stone  says.  Flexibility  at  Amgen  comes 
in  the  form  of  distributed  systems 
spread  across  a  decentralized  organi¬ 
zation.  Whetstone  directs  half  of  the 
firm’s  IS  efforts,  including  infrastruc¬ 
ture  and  administrative  systems,  and 
the  12  business  units  each  have  their 
own  computing  manager.  Whetstone 
handles  major  purchase  requests.  □ 


Barber  is  Computerworld’s  intern. 


photograph  by  Nick  Kelsh 


Some  IS  organizations 
are  gladly  giving  up 
budget  control 


At  Hershey  Foods  Corp.,  IS  executives  figure  the  amount  of  money  spent  on 
information  systems  outside  of  IS  is  a  whopping  36%  of  the  department’s 

total  budget. 


Time  was  when  end-user  control  like  that  would  inspire  terror  in  the  minds 
of  IS  executives.  But  that  isn’t  John  Schniepp’s  attitude.  “It’s  not  necessarily 
undesirable,”  says  Schniepp,  who  is  manager  of  information  technology  tech¬ 
nical  services  at  Hershey  Foods  in  Hershey,  Pa. 

Schniepp  points  out  that  so-called  “shadow  spending”  often  solves  prob¬ 


lems  the  IS  department  cannot  address  due  to  budgeting  constraints.  “Often 


it’s  a  result  of  IS  organizations  not  being  able  to  bring  resources  to  bear,  so 


Share  the  wealth 

End-user  IS  spending  as  a  percentage  of  IS  budget  runs 
the  gamut  at  the  Premier  100 


75% 

H&R  Block,  Inc.  and 
Avon  Products,  Inc. 

65% 

U.S.  Healthcare,  Inc. 


Percentage  of  Premier  100  corporate  IS 
spending  controlled  outside  of  IS  department 


HEIIME  16% 


63%  I  EOrESI  0% 


Advanta  Corp. 


11  companies 


[instead]  users  solve  the  problem  lo¬ 
cally,”  he  says. 

EVERYBODY’S  DOING  IT 

Interviews  with  executives  and  Pre¬ 
mier  100  companies  indicate  that 
Schniepp’s  attitude  is  the  rule  rather 
than  the  exception.  Shadow  spending 
is  becomingless  and  less  of  a  panic  but¬ 
ton  for  top  IS  managers. 

“It’s  an  issue,  but  it’s  not  even  in  my 
Top  10.  I’m  not  going  to  go  around  the 
company,  beat  people  up  and  say, 
‘Gimme  that  back,’  ”  says  Bruce  Whet¬ 
stone,  director  of  corporate  informa¬ 
tion  technologies  at  biotech  firm  Am¬ 
gen,  Inc. 


BY  DEREK  SLATER 
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That  relatively  relaxed  attitude  is  a 
change  from  even  the  recent  past. 
Shadow  spending  has  been  a  pressing 
concern  for  IS  executives  ever  since 
the  PC  started  sneaking  onto  corpo¬ 
rate  desktops  a  decade  ago. 

“It’s  a  continuation  of  a  long-stand¬ 
ing  issue,”  says  Donald  Broutman,  a 
New  York-based  consultant  at  Seer 
Technologies,  Inc.  “It  used  to  just  be  a 
small  number  of  users.” 

IS  HEADACHES 

The  basic  problem  is  that  when  users 
start  rolling  their  own  systems,  IS  has 
to  concern  itself  with  compatibility  and 
support  issues.  Another  headache  is 
the  task  of  keeping  multiple  copies  of 
corporate  data  synchronized. 

“It  does  open  the  door  to  anarchy,” 


Broutman  says. 

And  shadow  spending  is  clearly  go¬ 
ing  nowhere  but  up.  A  recent  study  of 
250  Fortune  1,000  companies  by  Data- 
quest,  Inc.  in  San  Jose,  Calif.,  found 
that  shadow  spending  in  user  depart¬ 
ments  averages  about  25%  of  the  IS 
budget  and  reaches  60%  or  more  in 
some  cases. 

IS  managers  say  PCs  and  PC  soft¬ 
ware  account  for  the  vast  majority  of 
end-user  technology  spending.  Other 
factors  include  the  move  to  distributed 
computing  architectures,  the  explo¬ 
sion  of  non-IS  personnel  having  com¬ 
puter  expertise  and  ever  easier  avail¬ 
ability  of  software. 

IS  managers  say  all  this  end-user 
spending  is  not  confined  to  a  few  likely 
suspects;  it  is  springing  up  in  all  sec- 


OLD  MODELS  OUTMODED 

All  these  factors  mean  that  IS  must 
adapt,  not  fight. 

“Five  or  10  years  ago,  we  thought  we 
could  control  everything.  But  now 
there’s  no  way  in  heck  to  keep  it  all  un¬ 
der  one  umbrella,  so  you  might  as  well 
give  up  and  find  another  way  to  cope,” 
Amgen’s  Whetstone  says. 

Whetstone  says  two  approaches 
have  evolved  to  replace  the  old  “com¬ 
mand  and  control”  model  as  IS  forms 
partnerships  with  end  users. 

Some  IS  departments  are  molding 
themselves  into  service-oriented  orga¬ 
nizations,  making  themselves  the  best 
possible  source  for  technical  support 
continued  on  page  24  ^ 


Of  course.” 


tors  of  the  corporation. 
Marketing  and  account¬ 
ing  departments  are 
buying  their  own  sys¬ 
tems  for  business  intel- 
hgence  analysis,  while 
engineering  and  re¬ 
search  arms  often  build 
high-powered  systems 
for  tasks  such  as  model¬ 
ing  or  transaction  pro¬ 
cessing. 

Companies  with  ex¬ 
tensive  overseas  opera¬ 
tions  have  even  less 
control  over  end-user 
spending. 

Stu  Dammeyer,  head 
of  North  American  IS 
operations  at  Reader’s 
Digest  Association,  Inc. 
in  Pleasantville,  N.Y., 
has  a  fairly  easy  time 
keeping  tabs  on  IS  pur¬ 
chases  because  opera¬ 
tions  are  consolidated 
into  a  single  facility. 

However,  Dammeyer 
says,  “We  report  to  one 
person  in  charge  of 
all  global  [information 
technology]  decisions. 
If  you  ask  him  if  anyone 
ever  snuck  anything 
into  Stuttgart,  you  can 
predict  the  answer: 


illustration  by  JENNIFER  JESSE 
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Niow!  Now!  Now!  ^  Does  it 
seem  tliat  customers  tliese 


cl? 


clays  know  only  one  word 
You’re  nc:>t  alone.  ^  W^kicli  is 
wliy  more  and  more  service 
companies  are  saying:  if  cus¬ 
tomers  won’t  ke  flexikle,  tke 
c computer  must  ke.  ♦  It’s 
wkat  McCaw  Cellular  did  to 
keep  up  satisfaction  in  a 
galloping  kusiiaess  adding 
50,000  customers  a  montk. 
4  Wkat  kind  of  computing 
system  can  do  tkat?  Networked 
computing.  From  Sun. 
Sun®  networked  computing 
administers,  manages,  and 
anticipates  tk  e  millions  of 
daily  calls  made  ky  JMcC  aw 
customers.  A  “rule  engine  ”  in 
tke  management  system  runs 


on  a  SPARCcenter  2000 

and  automatically  con  rols 
tke  entire  McC  aw  cel  ular 


network.  ^  Data  tkat  used  to 


come  in  printouts  as  tall  as  a 
man,  now  come  in  easy-to- 
see,  easy-to-analyze  informa¬ 
tion  tkat  is  automatica  lly 
sorted,  coded,  and  skared  witk 
teams  in  35  locations  across 
tke  country.  ^  And  tke  power 
of  tke  Sun  system  can  ke 
matcked  to  tke  growing  de¬ 
mands  of  tke  network  simply 
and  easily.  Plugging  in  CPU 
koards  to  tke  SPARCcenter 
2000  quickly  upgrades  perfor¬ 
mance.  ^  Tkere’  s  more  to  tke 
story,  of  course.  Cost  savings. 
Service  and  support.  But,  key, 
tkat  s  wkat  pkones  are  for: 

1_800-426-5321,  ext.  695. 
CM  ore  tkan  135,000  orga- 
n  i  z  a  t  i  o  ir  s  are  using  Sun 
systems,  powered  ky  tke 
SPAJ3C®  ckip  aird  tke  Solaris 
software  environment,  to 
gain  a  competitive  advantage. 
For  more  infornration,  use 
tke  Irrterrret  to  access  Srin’s 
r  1  d  d  e  AC  k  s  e  r  \'  e  r  a  I 

p 

ktl  ir://www.sun.ccnn/ 

^Sun 

1  iie  Network  Is  Tlie  Computer 


4  continued  from  page  21 

for  end  users  who  control  the  purse 

string’s. 

For  example,  McDonald’s  Corp.’s 
computing’  is  centralized,  with  per¬ 
haps  95%  of  all  hardware  and  80%  of  all 
software  purchases  approved  by  IS. 

However,  according  to  Carl  Dill  Jr., 
vice  president  of  IS,  the  company  is  not 
sitting  back  on  its  heels  waiting  for 
shadow  spending  to  take  off.  “We’re 
being  proactive  with  [shadow  spend¬ 
ing]  rather  than  trying  to  police  it,”  he 
says. 

The  Oak  Brook,  Ill.-based  fast-food 
chain  is  working  to  implement  a  cli¬ 
ent/server  environment  that  will  at¬ 
tract  end  users  by  providing  aU  the 
functionality  they  need.  “When  we 
have  a  robust  environment  for  them  to 
logon  to,  there’s  verylittle  incentive  for 
them  to  go  in  another  direction,”  Dili 
says. 

While  the  new  system  will  put  more 
computing  power  on  users’  desktops, 
it  will  also  automate  common  control 
functions  such  as  backup,  which  users 
tend  to  neglect. 

Similarly,  IS  managers  at  Hershey 
Foods  prefer  education  and  persua¬ 
sion  to  enforcement. 

The  company  has  procedures  in 


place  that  could  permit  a  nearly  com¬ 
plete  crackdown  on  end-user  technol¬ 
ogy  spending:  Every  purchase  —  in¬ 
cluding  PCs  —  must  get  IS  approval. 

However,  “Pragmatically,  it  makes 
[more]  sense  to  put  forth  business  rea¬ 
sons”  for  complying  with  IS  prefer¬ 
ences,  Hershey  Foods’ 
Schniepp  says.  “We  have  had 
situations  where  users 
have  decided  on  a  product 
that  we  don’t  support.  In 
some  cases  we’ve  per¬ 
suaded  them  to  stick  with 
our  product,  and  in  some 
cases  we  haven’t,”  he 
says. 

SUPPLEI^ENTAL  SPENDING! 

The  other  response  to  shadow  spend¬ 
ing  that  some  Premier  100  companies 
have  adopted  is  to  supplement  the  IS 
budget  and  aggressively  introduce 
new  technologies  in  the  corporation. 

Salomon  Brothers,  Inc.  actively  uses 
shadow  spending  to  alleviate  pressure 
on  the  IS  budget.  The  financial  services 
firm  reports  a  50%  shadow  spending 
rate;  as  Salomon  pushes  new  technol¬ 
ogies  out  to  the  users,  the  costs  are 
passed  along  as  well. 

Jill  Nathanson,  vice  president  at  Sal¬ 


omon,  explains  that  as  the  company 
moves  to  distributed  computing,  each 
department  must  assume  budget  re¬ 
sponsibility  for  its  own  servers  and 
PCs. 

Rather  than  fightingthe  expense,  us¬ 
er  departments  have  responded  favor¬ 
ably  to  the  accountability,  she 
says.  “They  feel  like  they  are 
getting  only  their  own 
costs”  instead  of  helping 
shoulder  the  burden  of 
other  departments’  com¬ 
puting  needs,  Nathanson 
says. 

Salomon’s  central  IS 
group  stm  handles  all  man¬ 
agement  issues  and  pur¬ 
chases  all  networking  equipment  to 
ensure  companywide  compatibility. 

WILLING  TO  PAY 

End  users  at  other  companies  are 
equally  whling  to  shoulder  greater 
cost  when  it  is  accompanied  by  deci¬ 
sion-making  power. 

Sonoco  Products  Co.  has  moved  all 
purchasing  authority  and  expense  out 
to  the  user  groups,  creating  “an  inter¬ 
nal  market  economy”  in  which  users 
can  choose  either  IS  or  an  external  ser¬ 
vice  provider. 

Brian  Westphal,  a  financial  analyst 
at  Sonoco,  says  the  change  has  been 
well-received  because  it  allows  his  de¬ 
partment  to  calculate  more  exactly  the 
cost  of  working  with  IS.  “I  think  it  has 
increased  the  level  of  service  as  well, 
since  they  are  competing  with  outside 
groups,”  he  notes. 

All  in  all,  the  shadow  spending  issue 
seems  to  be  maturing.  Rising  depart¬ 
mental  spending  among  Premier  100 
companies  now  goes  hand  in  hand  with 
increased  cooperation  between  IS  and 
user  departments. 

“In  many  cases,  it  ties  into  IS  depart¬ 
mental  projects,”  Dammeyer  says  of 
shadow  spending  at  Reader’s  Digest. 
In  such  instances,  shadow  spending 
“is  more  an  accounting  preference,” 
he  says.  “It  certainly  isn’t  hidden  from 
IS.”  □ 


Slater  is  a  free-lance  writer  based  in  Ashland, 
Mass. 


“  Five  or  10  years  ago 
we  thought  we  could 
COntifOl  everything. 

But  now  there's  00 

way  to  keep  it  aii 

under  one  umbrella.” 


BRUCE  WHETSTONE 


AMGEN,  INC. 
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“Information  technology  is 

becoming  very  much  focused,  at  least 
in  our  Company,  on  the  external  WOrld.” 


BY  CRAIG  STEDMAN 


James  F.  Sutter  has  been  vice  pres¬ 
ident  and  general  manager  of  infor¬ 
mation  systems  at  Rockwell  Inter¬ 
national  Corp.  in  Seal  Beach,  Calif., 
since  July  1983.  Rockwell  earned 
$561.9  milhon  on  revenue  of  $10.8 
billion  in  the  fiscal  year  that  ended 
in  September  1993.  Its  annual  IS 
budget  is  about  $400  million. 

Icwl  How  critical  is  IS  productivity 
to  Rockwell’s  business  strategy? 

I  sutterI  It’s  a  particularly  key 
part,  given  the  changes  in  our  in¬ 
dustry.  In  the  defense  and  aero¬ 
space  sectors  of  the  company,  we’ve 
had  some  dramatic  downsizing  and 
increased  emphasis  on  productivi¬ 
ty. .. .  The  era  where  there  was  a  lot 
of  growth  in  the  defense  and  space 
budgets  is  over,  and  that’s  a  compel¬ 
ling  driver  that  insists  we  have  a 
high  level  of  [IS]  productivity. 

Icwl  What  steps  have  you  taken  to 
improve  productivity? 

I  sutter]  Like  a  lot  of  large  compa¬ 
nies,  we  consolidated  to  a  single 
data  center,  and  the  productivity 
yield  was  very  dramatic.  In  the  last 
couple  of  years,  we’ve  dropped  our 
number  of  operations  people  by 


half.  We’ve  also  attacked  many  of 
the  things  we  do  with  automated 
software  products.  And  I’ve  been 
very  pleased  with  what  has  been 
achieved  in  negotiating  better 
terms  with  our  information  tech¬ 
nology  suppliers. 

Icwl  Are  you  seeing  a  payback? 

I  sutterI  Our  overall  IS  budget  has 
come  down  shghtly.  It’s  $400  million 
total  now,  and  it  peaked  at  about 
$430  million.  Investments  on  the 
desktop  and  in  servers  and  LANs 
and  people  to  support  all  that  have 
in  many  ways  offset  the  improve¬ 
ments  in  productivity  that  we’ve 
made.  The  major  benefit  has  been 
[the  ability]  to  reallocate  the  re¬ 
sources  we  apply  to  information 
technology  to  areas  that  are  new. 
We’re  also  giving  our  field  force 
tools  that  allow  them  to  link  Into 
their  customers  directly.  To  be  able 
to  fund  those  [projects]  out  of  pro¬ 
ductivity  improvements  is  vital. 

Icwl  Arethemetricsthatyouuseto 
measure  the  value  of  your  IS  invest¬ 
ment  changing  as  you  put  in  cli¬ 
ent/server  systems? 

I  sutterI  That’s  probably  the  area 
that’s  hardest  for  senior  manage¬ 
ment  to  got  comfortable  with.  We 


Rockwell  International’s 

James  Sutter 

finds  hard  times  in  the 
defense  business  spark 
productivity  innovation 

have  for  many  years  benchmarked 
ourselves  against  other  companies 
in  the  area  of  what  it’s  costingus  in 
the  computing  center  for  the 
amount  of  utilization  of  our  main¬ 
frames.  But  if  you  get  into  software 
or  LANs,  it  gets  more  gray.  There 
are  so  many  part-time  participants 
who  use  a  LAN  that  it’s  difficult  to 
measure  productivity. 

Icwl  Given  the  [industry]  changes, 
is  this  a  good  time  to  be  in  IS? 

I  sutter]  Businesses  are  depen¬ 
dent  on  information  technology 
much  more  now,  and  they  need 
good  direction.  Is  it  as  much  fun?  I 
think  those  of  us  who  have  been  in 
the  business  a  long  time  have  to  get 
used  to  the  fact  that  we  will  not  have 
as  much  of  a  hands-on  role,  and  we 
have  to  adapt.  □ 


^  JAMES  SUTTER:  ‘To  be  able  to  fund 
. . .  projects  out  of  productivity  improvements 
is  vital’ 


photograph  by  ALAN  LEVENSON 


I  SUNOCO’S  TIM  KAHN:  EDI  ‘has  been  slow  to  catch  on  because 
people  see  it  as  more  complex  than  it  is’ 


■  ■  '■,* 

■*In  the  Southeastern  U.S.,  where  Tulsa,  Okla.- 
based  Mapco  operates  a  chain  of  convenience 
.  stores  and  offices,  BellSouth  Corp.  has  been 
Mapco’s  communications  supplier  of  choice  for 
several  years. 

“We  do  a  tremendous  volume  with  them,”  says 
Chris  Scalet,  vice  president  of  information  sys¬ 
tems  at  the  $3  billion  Mapco. 

And  with  that  tremendous  volume  comes  a  tre¬ 
mendous  amount  of  paperwork. 

“We  got  reams  and  boxes  of  paper  from  [Bell- 
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South]  oven.'  month.  Somebody  had  to  go 

through  all  ol'that,”  Scalet  says. 


Recently  however,  an  electronic  data  inter¬ 
change  (EDI)-based  re-engineering  project  has 
linked  Mapco’s  accounting  system  and  Bell- 
South’s  billing. 

Mapco  can  now  better  analyze  its  communica¬ 
tions  costs  and  “get  our  people  costs  out  of  the 
transaction  processing  business  and  into  more 
decision  support,”  Scalet  says.  “Instead  of  hav¬ 
ing  accounts  payable  clerks  doing  data  entry  we 
can  have  them  reviewing  invoices  and  looking 
for  irregularities  and  problems.” 


LINK  UP 

Mapco,  like  many  oXhev Premier  100  companies, 
is  discovering  the  benefits  of  linking  to  the  out¬ 
side  world.  Whether  it  is  running  complex  EDI 
transactions  or  just  exchanging  electronic  mail 

'viih 

munications  is  an  increasingly  popular  route 

ing  information  into  existing  information  sys- 
'  terns. 

The  Premier  100  company  has  20%  of 

its  workstations  connected  to  suppliers  or  cus¬ 
tomers.  For  some  companies,  particularly  in  the 
financial  services  industry  linkage  approaches 
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100%. 

Most  of  the  users  who  were  interviewed 
say  they  are  growing  the  number  of  con¬ 
nected  users  but  carefully.  Cost  and  secu¬ 
rity  concerns  frighten  some  business 
partners,  and  the  cost  benefits  of  EDI  in 
particular  can  be  hard  to  calculate.  IS 
managers  point  out  that  connecting  elec¬ 
tronically  to  customers  can  often  be  more 
expensive  than  maintaining  the  old  pa¬ 
per-based  system. 

But  don’t  look  to  savings  on  postage  as 


I 

I 

I 


I 

I 


the  benefit  of  electronic  linkups,  they  say.  The  big 
payoff  is  in  improvements  in  speed,  efficiency 
and  error  reduction. 

“It’s  not  a  quick  fix,”  says  Roxanne  Reeves, 
manager  of  the  electronic  commerce  progi’am  at 
Input,  a  market  research  firm  in  Mountain  View, 
Calif. 

She  says  that  to  properly  implement  EDI,  a 
company  must  be  willing  to  change  its  business 
processes  and  re-engineer  core  applications  to 
effectively  employ  EDI. 

While  some  EDI  vendors  are  pressing  the  case 
for  EDI  as  an  add-on  to  existing  applications. 
Reeves  says  that  approach  will  probably  yield 
few,  if  any,  benefits. 

Mapco’s  Scalet  agrees.  Simply  tacking  an  EDI 
front  or  back  end  on  to  an  existing  process  can 
double  the  cost  of  transmitting  the  transaction, 
he  says. 

Re-bngiheering  is  a  central  part  of  MapCo’s 
adoption  of  EDI.  The  company  is  currently  re- 
ehgiheeringits  data  collection  systems  at  its  con¬ 
venience  stores  to  streamline  and  manage  the 
ffi)w  of  data  ffoin*pbmf-^^  collecfion  to  the 


decisionmakers. 

Scalet  says  that  by  moving  the  labor  costs  from 
transaction  processingto  decision  support,  Map- 
co  was  to  free  up  enough  manpower  to  justify  the 
added  per-transaction  cost. 


ISUNOCO’SVERN  MYERS:  ‘We  see  EDI  as  a  key  enabling  tech 
nology  for  improving  our  overall  logistics  processes’ 


THE  ADVANTAGE  OF  LINKS 

And  sometimes  there’s  a  bigger  incentive  for 
adopting  electronic  commerce:  competitive  ad¬ 
vantage. 

Electronic  links  to  customers  are  “a  competi¬ 
tive  necessity”  in  Thiokol  Corp.’s  commercial 
business,  according  to  Brad  Stout,  Thiokol’s 
chief  information  officer.  For  example,  Thiokol’s 
$175  million  Huck  Manufacturing  Division  uses  a 

continued  on  page  32^ 


Links  between 
customers  and  suppliers 

are  building  virtual  corporations 

of  the  future 


photogrsphs  by  WILLIAM  MCINTYRE 
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sonal  computers  you  already 
kave.  It  is  consulting  and  op¬ 
erations  services  tkat  not  just 
support,  kut  tkat  transfer- 
expertise. 


It  is  a  $4.3  kilkon  compai-iy 
tkat  uses  wkat  it  makes,  and 
runs  itself  on  tkis  kind  of  open, 
client-server  computing.  It  is 
experieirce  tkat  comes  from 
selling  more  UNIX  systems 
tkan  any  otker  company.  It  is 
network  management  tools  to 


merit.  For  tke  enterprise.  It  is  an 
operating  environment  witk 
networking  designed-in. 

It  is  desktops  and  servers 
witk  networking  designed-in. 
It  is  a  scalakle  arckitecture  tkat 
lets  you  add  power  ky  simply 
adding  power  modules. 


.Q 


It  is  an  operating  environ¬ 
ment  so  mature  financial  insti¬ 
tutions  move  trillions  of  dollars 

T. 


^Su 


Tke  Network  Is 


©)994  Sun  Microsystems,  Inc 


Cellular.  And  across  tke  world. 
It  is  wkat  is  tr-uly  significant  in 
computing  today. 


And  it  is  dernonstra  kly 
kett  er.  Let  us  prove  it  to  you. 

1-800-426-5321,  ext.  750.  Or 

use  Mosaic  to  enter  tke  Inter¬ 
net  at  kttp://www. sun. corn/ 


jS- 


^You  can  ckoose  to  use  it.  You 
can  ckoose  to  ignore  it.  You  can 
skape  it  to  your  kusiness,  and 
not  your  kusiness  to  it. 


It’s  tke  computing  you’ve  de¬ 
manded  all  along. True  network 
computing.  It  is  servers  witk 
mission-critical  level  security. 
It  is  servers  tkat  serve  more 
quickly  and  more  cost-effec¬ 
tively  tkan  anyone  else’s.  For 
tke  workgroup.  For  tke  depart- 


plications  for 
desktops.  It  is  an 
work  collakoratively  witk  any¬ 
one,  anywkere  on  tke  network. 
Around  tke  office.  Around  tke 
country.  Around  tke  world  .  In 
real-time.  It  is  kigk-k  andwidtk 
enterprise  workstations  at 
prices  tkat  start  at  $2,995. 


It  is  a  way  to  integrate  tke 
new  systems  you  add,  and  le¬ 
verage  tke  mainframes  and  per- 


truly  is 


It  is  tke  Solaris  operating 
environment,  SPARCstation 
systems,  SPARCserver  sys¬ 
tems,  SunNet  Manager,  16,000 
UN IX®  experts,  and  8,500  appli¬ 
cations.  It  is  kappening  today. 
In  companies  suck  as  Ck  ase 
Mankattan  Bank  and  McC  aw 


¥e’ve  Simply  Found  A  Way  To  Make  It  Work. 


Link  leaders 

Electronic  data  interchange  is  the  application  of  choice  for  intercompany 
networks.  Discrete  manufacturers  are  the  leading  users. 


U.S.  EDI  market,  percent  of  users 


MANUFACTURING 


pISTRIByTION 

TRANSPORTATION 


OTHER  3% 

FINANCIAL  SERVICES  2% 


UTILITIES  1.3% 
PUBLISHERS  0.9% 


However,  distributors  spend  proportionately  more  dollars 

U.S.  EDI  market,  percent  of  total  revenue 

MANUFACTURING 
piSTRIBUTION 
OTHER 

TRANSPORTATION  6.6% 

FINANCIAL  SERVICES  3,7% 

UTILITIES  2% 

PUBLISHERS  1.5% 
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4  continued  from  page  27 

just-in-time  delivery  system  to  get 
products  to  its  customers. 

“We  got  our  big  payoff  when  we  inte- 
gTated  incoming  orders  onto  our  order 
management  system,”  says  Harold 
Borne,  vice  president  of  IS  at  Huck  in 
Irvine,  Calif. 

Incoming  EDI  orders  are  sent  to 
Hack’s  PC-based  EDI  translator  and 
from  there  are  uploaded  to  a  minicom¬ 
puter-based  order-entry  system.  Only 
at  that  point  do  people  come  into  the 
picture  for  order  approval.  Data  entry 
has  been  virtually  eliminated,  and 
Huck  is  now  able  to  fill  orders  faster 
and  with  less  chance  of  error. 

The  system  has  allowed  Huck  to  in¬ 
crease  the  number  of  orders  it  process¬ 
es  without  increasing  staff  size,  Borne 
says.  More  importantly,  he  adds,  the 
project  has  satisfied  Hack’s  drive  to  be 
easier  to  do  business  with  than  its  com¬ 
petitors. 


But  EDI  is  not  a  panacea.  Some  busi¬ 
ness  partners  fear  the  technology  will 
create  security  problems.  Others  sim¬ 
ply  don’t  want  to  spend  the  time  and  ef¬ 
fort  to  learn  and  support  it. 

Greensboro,  N.C. -based  textile  man¬ 
ufacturer  Unifi,  Inc.  now  manages  the 
paperwork  associated  with  95%  of  its 
inbound  supphes  and  40%  of  its  out¬ 
bound  fibers  through  EDI.  But  some  of 
its  business  partners  just  won’t  use  the 
system  for  security  reasons,  according 
to  Jerry  Moore,  vice  president  of  MIS. 

Then  there  are  the  cost  barriers. 
“Some  of  our  smaller  customers  could 
not  afford”  the  cost  of  implementing 
their  own  EDI  connections,  Moore 
says.  So  Unifi  doesn’t  force  the  issue. 
“It’s  available,  but  we  aren’t  going  out 
and  aggressively  pushing  it,”  he  says. 

In  addition,  users  say  EDI  is  difficult 
to  justify  on  paper  savings  alone.  The 
big  payoff  comes  in  manpower  reduc¬ 
tion  and  improved  integration  of  billing 


information  into  corporate  order  entry, 
billing  and  accounts  payable  systems. 

Sonoco  Products  Co.  in  Hartsville, 
S.C.,  has  recently  incorporated  EDI  in¬ 
to  its  bills  of  lading  and  payment  pro¬ 
cesses  to  reduce  labor-intensive  ac¬ 
counting.  Today,  savings  amount  to  70 
cents  or  80  cents  per  document,  or 
$40,000  per  year,  through  EDI,  accord¬ 
ing  to  Tim  Kahn,  Sonoco’s  manager  of 
EDI. 

Adds  Vern  Myers,  corporate  global 
traffic  manager,  “We  see  EDI  as  a  key 
enabling  technolo^  for  improving  our 
overall  logistics  processes.” 

Unifi’s  Moore  says,  “I  have  two  peo¬ 
ple  processing  $750  million  in  invoices 
per  year.” 

PART  OF  DOING  BUSINESS 

In  some  industries,  electronic  custom¬ 
er  linkups  are  simply  a  way  of  life.  A 
big  portion  of  The  Bear  Stearns  Cos.’ 
business  is  clearing  trades  for  some 
1,600  other  trading  firms.  Customers 
download  their  files,  and  Bear  Stearns 
handles  the  clearing  process. 

“In  the  volumes  we  handle,  the  only 
way  we  could  do  it  is  electronically,” 
says  Ben  Kuenemann,  senior  manag¬ 
ing  director  of  information  services. 

Bear  Stearns  has  profited  from  tak¬ 
ing  the  in-house  system  it  developed  to 
clear  trades  and  making  it  available  to 
other  traders. 

Yet  despite  the  inherent  difficulties 

—  political,  financial  and  technological 

—  these  users  say  the  migration  to  EDI 
is  worth  the  effort. 

“EDI  is  like  a  little  piece  of  cheese  in 
a  sandwich,”  Input’s  Reeves  says.  “You 
may  not  see  it,  but  without  it  things 
aren’t  goingto  work.” 

“It  has  tremendous  benefits,  but  it’s 
been  slow  to  catch  on  because  people 
see  it  as  more  complex  than  it  is,”  So¬ 
noco’s  Kahn  says. 

“We  see  EDI  as  not  an  end  in  itself  but 
as  a  way  to  facilitate  strategic  partner¬ 
ships,”  Thiokol’s  Stout  says.  “We  have 
more  and  more  alliances  where  EDI  is 
going  to  be  an  integral  part  of  that  re¬ 
lationship.”  □ 


Jenkins  is  a  free-iance  writer  based  inAnsonia, 
Conn. 
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Merrill  Lynch’s 

Howard  Sorgen 

keeps  investment  firm’s 
eye  on  the  ball 


we  speak,  and  human  resources  to 
support  that  are  an  ongoing  need. 
But  the  budget  is  likely  to  remain 
flat  as  we  rip  out  infrastructure.  We 
need  continuing  cost  reductions,  so 
we  don’t  go  hog-wUd  as  a  percent¬ 
age  of  revenues. 


“There’s  never  been  a  more  challenging 

time  or  more  opportunities  to  do 


good  things  in  delivering  technology.” 


BY  CRAIG  STEDMAN 


Howard  P.  Sorgen,  55,  is  senior  vice 
president  and  managing  director  of 
global  systems  and  technology  at 
Merrill  Lynch  &  Co.  in  New  York, 
which  earned  a  $1.4  billion  profit  on 
net  revenue  of  $10.6  billion  last 
year.  Its  annual  information  sys¬ 
tems  budget  is  about  $900  million. 


I  sorgen]  a  year  ago,  we  took  all  of 
the  groups  that  were  dedicated  to 
developing  applications  for  specific 
business  units  and  put  them  togeth¬ 
er. .. .  In  effect,  we’ve  gone  back  to 
basics.  We’re  now  heavily  central¬ 
ized.  The  cost  savings  has  been  that 
we  don’t  have  to  build  utility-type 
functions  for  individual  units.  We 
operate  from  a  common  pool. 


Icwl  You’ve  consolidated  11  data 
centers  into  two  in  recent  years. 
What  else  have  you  done  to  improve 
IS  productivity? 

I SQRGE^  We  standardized  soft¬ 
ware  [across  operations],  so  be¬ 
tween  both  the  physical  and  logical 
consolidations  we  tore  out  a  lot  of 
facilities  and  removed  40%  of  the 
work  force  in  the  host-based  pro¬ 
cessing  environment.  We  also  took 
all  of  the  application  development 
people  responsible  for  host-based 
production  systems  and  put  them  in 
one  central  group.  That’s  dramati¬ 
cally  reduced  the  cost  of  maintain¬ 
ing  the  production  systems  as  well. 

Icwl  You  also  centralized  other 
parts  of  IS  to  regain  control  over  the 
cost  of  departmental  projects.  Is 
that  working? 


Icwl  How  much  money  have  you 
saved  with  all  the  changes? 

I  soBGEiJ  I  would  look  at  it  more 
from  a  reinvestment  standpoint 
than  a  pure  reduction.  We  sawthat 
we  were  going  to  migrate  to  client/ 
server  platforms  and  felt  it  was  in¬ 
cumbent  on  us  to  self-fund  part  of 
that  investment  by  reducing  the 
cost  of  the  host-based  processing 
environment.  We  actually  reduced 
our  [mainframe]  cost  base  45%,  but 
we  reinvested  [about  half]  of  that 
into  client/server. 


Icwl  Your  IS  head  count  has  come 
down  from  about  3,000  to  2,100.  Are 
more  reductions  planned? 

I  soRGEiJ  Actually  we  see  that 
number  going  up  before  it  comes 
down.  We’re  rolling  out  more  and 
more  [client/server]  applications  as 


Icwl  Is  this  a  good  time  to  be  in  IS? 

I  sorgen!  I  think  there’s  never 
been  a  more  challenging  time  or 
more  opportunities  to  do  good 
things  in  delivering  technology.  But 
I’ve  seen  a  lot  of  trepidation  on  the 
part  of  CIOs.  A  lot  of  CIOs  have  ac¬ 
cepted  caretaker  situations  and 
been  reluctant  to  step  np  to  the  plate 
and  do  the  job  they’re  supposed  to 
do,  [which  is]  to  manage  applica¬ 
tions  development  and  deliver 
those  to  your  customers.  They  be¬ 
come  a  “facilitator,”  or  something 
like  that.  Those  words  mean  noth¬ 
ing  to  me.  They  don’t  accomplish 
anything.  □ 


IHOWARDSORGEN:  ‘We’vegone back 


to  basics’ 


photograph  by  JOHN  RAE 
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|CIO  JAMES  MARSTON  AND  CEO  JOHN  LILLIE  of  American  President  Cos.  occupy  cubicles  on  the  re-engi  neering  front  lines 


Talk  about  close:  When  James  S. 
Marston  wants  to  talk  with  his 
boss,  he  needn’t  trudge  to  the  ex¬ 
ecutive  suite  or  call  days  ahead  for 
an  appointment. 

Instead,  Marston,  chief  informa¬ 
tion  officer  at  Oakland,  Calif.- 
based  American  President  Cos., 
walks  a  few  steps  and  sticks  his 
head  into  a  nearby  cubicle. 

“I’ve  been  spending  three  or 
four  hours  a  day  down  here  with 
the  re-engineering  team,”  says 
John  A.  Lillie,  chairman  and  chief 
executive  officer.  The  $2.6  biUion 
international  transport  company 
is  redesigning  its  entire  business, 
from  order  entry  to  service.  “Jim 
and  I  sit  close  together.” 

Mdiat’s  this?  Top  executives  and 
CIOs  as  cube  neighbors?  Aren’t 
most  CEO/CIO  relationships  more 
like  king  and  royal  alchemist  —  an 
arm’s-length  mix  of  mutual  depen¬ 
dency,  suspicion  and  bewilder¬ 
ment?  Not  if  you  look  at  this  year’s 
Premier  1 00. 

Some  of  the  fastest-growing, 
most  innovative  (and  profitable) 
global  companies  feature  cheek- 
to-cheek  partnerships  between 


the  information  systems  head  and 
thebigboss. 

Whether  such  a  setup  thrills  you 
or  terrifies  you  is  another  matter. 
But  those  involved  say  the  ar¬ 
rangement  works  smashingly. 
Drawing  IS  into  the  inner  circle, 
they  say,  can  reduce  miscom- 
munication,  improve  credibility 
and  alignment  for  IS  and,  ulti¬ 
mately  boost  the  bottom  line. 

“We  regard  technology  as  an  op¬ 
portunity  to  gain  competitive  ad¬ 
vantage,”  Lillie  says  of  his  6,000- 
employee  firm.  Marston  sits  on  the 
company’s  executive  committee 
alongside  five  other  top  operating 
and  administrative  executives. 

How  do  these  happy  couples  not 
only  avoid  bites  and  burns  but  also 
steer  some  of  the  nation’s  most 
technology-sawy  companies? 

•  The  right  environment.  Before 
they  can  stay  close,  executive 
partners  must  get  close.  Often, 
that  means  a  flat  company  in  an 
information-intense  industry 
such  as  finance,  health  care  or 
transportation. 

Company  culture  must  also  be 
right.  Take  Nalco  Chemical  Co.,  a 


Knowing  who’s  boss  | 

Here’s  a  sampling  of  Premier  100  companiesl; 
in  which  the  CIO  reports  to  the  top  boss  | 

American  President  Cos.,  RANK  44 

James  S.  Marston,  Senior  V.P.  &  CIO 
John  M.  Lillie,  Chairman,  CEO  &  President 

First  Virginia  Banks,  Inc.,  RANK  85 

Shirley  C.  Beavers  Jr.,  President 
Robert  H.  Zolokar,  Chairman  &  CEO 

GEICO  Corp.,  RANK  38 

Simone  J.  Pace,  Senior  V.P.  &  CIO 
0.  M.  Nicely,  CEO 

H&R  Block,  Inc.,  RANK  45 

Judy  Keisling,  V.P.,  Information  Services 
Harry  Buckley,  President  &  CEO 

IDS  Financial  Corp.,  RANK  73 

Jack  Thomas,  Senior  V.P.,  Information  &  Technology 
Dave  Hubers,  CEO 

Johnson  &  Johnson,  RANK  51 

Ronald  Morris,  V.P,  Information  Technology 
Ralph  Larsen,  Chairman  &  CEO 

MBNA  Corp.,  RANK  83 

Ronald  W.  Davies,  Vice  Chairman  &  CTO 
Charles  M.  Cawley,  Chairman  &  CEO 

Merrill  Lynch  &  Co.,  RANK  29 

Edward  L.  Goldberg,  Executive  V.P. 

Daniel  P.  Tully,  Chairman  &  CEO 

Reader’s  Digest  Association,  Inc.,  RANK  93 

Kenneth  A.  Nelson,  V.P,  MIS 
James  P.  Schadt,  COO/CEO 

Tribune  Co.,  RANK  92 

John  Kazik,  Senior  V.P,  Information  Systems 
Charles  Brumbeck,  Chairman  &  CEO 
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United  Healthcare  Corp.,  RANK  49 

James  P.  Bradley,  Senior  V.P,  &  CIO 
William  McGuire,  CEO 


These  lucky  CIOs  report 


aireciiy  to  the  lop 


rs^  m 


But  success  requires 
ppjfe  and  personality. 


$1.5  billion  specialty  manufac¬ 
turer  in  Naperville,  111.  A  quality 
program  begun  in  1987  “has  en¬ 
couraged  much  more  open  com¬ 
munication,”  says  CEO  Edward 
“Ted”  Mooney. 

Mooney  credits  quality  “cul¬ 
ture”  with  opening  channels  be¬ 
tween  IS  and  top  management, 
sales,  marketing  and  research 
and  enablinga  $10  million  effort  to 
equip  2,000  Nalco  sales  represen¬ 
tatives  worldwide  with  a  laptop- 
based  analytical  system. 

The  approach  seems  to  work: 
Mooney  and  David  R.  Bertran,  Nal- 
co’s  senior  vice  president  of  man¬ 
ufacturing,  logistics  and  IS,  last 
year  won  the  prestigious  Society 
for  Information  Management 
“Partners  In  Leadership”  award 
for  outstanding  teamwork.  (JC 
Penney  Co.  was  a  co-winner.) 

•  Common  ground.  Whether  it’s 
technically  astute  CEOs  or  IS 
chiefs  with  business  credits  and 
training,  top  partnerships  require 
some  meetingin  the  middle. 

Kenneth  A.  Nelson,  vice  presi¬ 
dent  of  MIS  at  Reader’s  Digest  As¬ 
sociation,  Inc.,  rose  through  the 
technical  ranks  at  Mars,  Inc.  and 
eventually  ran  a  business  unit 


worth  “several  hundred  million.” 

Since  1991,  he  has  worked 
alongside  Reader’s  Digest  CEO 
James  P.  Schadt  at  the  $4.5  billion 
global  publisher.  Nelson  calls  the 
technology  shots  on  a  massive 
global  database  of  100  million 
names  —  a  key  strategic  asset  for 
the  Pleasantville,  N.Y.,  company. 
“I’m  always  thinking  very  much  as 
a  business  manager,”  he  says. 

Similarly,  James  P.  Bradley 
headed  a  large  health  mainte¬ 
nance  unit  for  Aetna  Life  and  Ca¬ 
sualty  Co.  before  becoming  senior 
vice  president  and  CIO  at  United 
Healthcare  Corp.  “If  you  don’t 
know  the  fundamental  drivers, 
you  limit  your  effectiveness  and 
thus  your  relationship  with  the 
CEO,”  he  says. 

On  the  flip  side,  it  doesn’t  hurt  to 
have  a  boss  who’s  not  tech-shy. 
Take  American  President’s  LiUie: 
In  the  1960s,  he  progTammed 
punch  cards  at  Boise  Cascade 
Corp.  Today  he  uses  electronic 
mail  and  Microsoft  Corp.’s  Word 
and  likes  to  tinker  with  a  Macin¬ 
tosh  multimedia  computer  at 
home. 

“An  employee  once  referred  to 
me  as  a  hacker,”  he  says  proudly. 


•  Good  personal  fit.  The  right  re¬ 
sume  and  culture  can  get  you  onto 
the  executive  committee.  But 
what  if  you’re  a  dud? 

“With  a  good  personal  fit,  you 
could  be  down  a  notch  or  two  in  the 
organization  and  still  be  effec¬ 
tive,”  Marston  says. 

But  it  doesn’t  hurt  to  be  a  bit 
cheeky.  “I  can’t  tell  you  [CEO  Wil¬ 
liam  E.  Guire]  and  1  don’t  argue,” 
Bradley  admits.  “I’ve  always 
found  it  easier  to  ask  forgiveness 
than  permission.” 

And  surprise:  Tight  CEO/CIO 
teams  often  seem  less  concerned 
with  strict  return  on  investment. 


BY  JOSEPH  MAGLITTA 


How  technology  will  advance  busi¬ 
ness  goals  is  often  a  bigger  con¬ 
cern.  Gut  feel  isn’t  unheard  of. 

“What  got  us  from  $1  billion  to 
$5  billion  in  annual  sales  in  five 
years  wasn’t  a  bureaucratic  capi¬ 
tal  expenditure  committee,”  Brad¬ 
ley  says. 

While  CEOs  and  CIOs  say  draw¬ 
backs  to  tight  partnerships  are 
few,  they  don’t  ensure  perpetual 
technological  bliss.  For  example, 
Nalco’s  initial  laptop  pilot  flopped. 
Problem:  Reps  hated  the  canned 
software. 

In  addition,  highly-placed  IS 
heads  stm  must  gain  the  respect 
of  other  top  managers.  And  that, 
they  say,  can  be  tougher  than  cur- 
ryingthe  boss’  favor. 

“You  can  be  well-positioned  in 
the  organization,  ”  American  Pres¬ 
ident’s  Marston  says.  “But  if  you 
can’t  work  yourself  into  the  confi¬ 
dence  of  senior  people,  you  don’t 
have  a  chance  to  survive.  They  can 
shut  you  out  with  the  speed  of 

light.”  n 


Maglitta  is  Computerworld's  senior  edi¬ 
tor,  Corporate  Strategies. 


photograph  byVJ\lLlAM  MCLEOD 


SEPTEMBER  19,  1994 


35 


v’. 


wmmMU: 


A  hands-off 

approach  helps  Amgen  CEO 

Gordon  Binder 

turn  molecules  into  money 


At  Amgen,  Inc.,  the  nation’s  largest 
independent  biotechnology  com¬ 
pany,  Macintosh  computers  out¬ 
number  employees:  3,600  vs.  3,000. 
“Amgen  runs  on  PCs,”  says  Chair¬ 
man  and  Chief  Executive  Officer 
Gordon  Binder. 

Indeed,  the  Thousand  Oaks,  Cal¬ 
if.,  company  lives  or  dies  on  tech¬ 
nology.  Amgen  scientists  use  mo¬ 
lecular  biology  and  state-of-the-art 
systems  to  create  highly  special¬ 
ized  health  care  products.  Its  big¬ 
gest  sellers  —  an  anemia  fighter 
called  Epogen  and  Neopegen,  an 
anti-infection  agent  —  were  creat- 


BY  JOSEPH  MAGLITTA 


ed  using  sophisticated  recombi¬ 
nant  DNA  techniques. 

Since  Binder  became  CEO  in 
1988,  Amgen’s  annual  revenue  has 
shot  from  $200  million  to  $1.3  bil¬ 
lion.  Net  income  has  tripled.  Am¬ 
gen  now  boasts  offices  in  North 
America,  Australia,  Japan,  Europe 
and  Hong  Kong. 

Icwl  Many  of  your  CEO  peers  are 
pretty  skeptical  about  technology 
boostingproductivity.  You,  too? 
Ibinder]  Ten  years  ago,  if  you 
walked  through  one  of  our  labs, 
you’d  see  scientists  at  benches 
running  experiments.  If  you  walk 
through  one  of  our  labs  today, 


you’ll  see  pieces  of  scientific  equip¬ 
ment  hooked  to  a  PC,  chugging 
away,  while  the  scientist  is  away 
researching  data.  A  lot  of  this  stuff 
can  run  all  night  long.  Information 
technology  certainly  improves 
productivity  for  us. 

Icwl  How? 

Ibi WDE^  Nobody  makes  a  mis¬ 
take  entering  data,  for  instance, 
because  statistical  analysis  pro¬ 
grams  make  the  charts.  And  we 
have  over  24  buildings  here,  so  we 
save  a  lot  of  walking  between. 

Icwl  Most  CEOs  also  swear  that 
technology  is  pivotal  to  business. 
Is  that  true  for  Amgen?  Why? 

Ibi WDE^  We  have  thousands  of 
patients  in  clinical  trials;  all  sorts 
of  data  is  collected  on  each  one. 
Each  of  these  pieces  of  data  has  to 
be  analyzed  and  reconciled  and  re¬ 
ported  to  the  FDA.  We  couldn’t  be¬ 
gin  to  do  that  without  computers. 

Icwl  What’s  your  approach  to  cor¬ 
porate  technology  use? 

Ibinde^  Even  before  I  joined 
Amgen  in  1982  ...  it  was  clear  that 
the  cost  of  hardware  was  coming 
down  rapidly  and  the  cost  of  soft¬ 
ware  was  going  up.  Information 
technology  salaries  were  also  ris¬ 
ing.  So  the  idea  of  picking  the  hard¬ 
ware  first  —  and  in  doing  so  mak¬ 
ing  the  more  expensive  people  and 
software  inefficient  —  struck  me 
as  funny. 

Icwl  How  is  that  philosophy  play¬ 
ed  out  at  Amgen  today? 

IbINDERI  From  the  very  begin¬ 
ning,  each  major  area  of  the  com¬ 
pany  has  had  the  freedom  and  fi¬ 
nances  to  acquire  and  run  its  own 
hardware  and  software.  We  say: 
“Get  what  you  want  and  need.” 
The  marketing  department,  for  ex¬ 
ample,  can  spend  more  on  ads  or 
the  sales  force  or  information  tech¬ 
nology.  It’s  up  to  them. 

Icwl  How  does  Amgen  judge  if  an 
IS  project  is  worth  the  money? 
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If  the  head  of  accounting 


Ibindei^  We  have  case-by-case 
guidelines.  A  lot  of  [return  on  in¬ 
vestment]  calculations  are  pretty 
off.  How  do  you  measure  improved 
sales  force  productivity?  I  find  if 
the  salespeople  thought  it  was 
great  and  the  national  sales  man¬ 
ager  thought  it  was  great,  it  proba¬ 
bly  is  great. 

Icwl  That’s  a  lot  of  power  for  busi¬ 
ness  departments.  How  has  it 
worked  out? 

IbinderI  It  varies  from  group  to 
group.  If  a  function  head  is  very 
information  technology-oriented 
and  very  aggressive,  they  will  have 
a  very  sophisticated  information 
technology  setup.  The  weaker 
ones  need  more  help. 

Icwl  You  have  a  chief  information 
officer  and  a  70-person  corporate 
IS  function.  Where  do  they  fit  in? 
Ibinde^  [CIO  Bruce  D.  Whet¬ 
stone]  installs  systems  and  gets 
them  running  but  without  owner¬ 
ship.  Bruce  provides  [air-condi¬ 
tioning],  fiber  cable,  interoperabil¬ 
ity  and  connectivity  for  remote 
sites  and  overseas  operations.  He 
also  has  major  training  responsi¬ 
bility. 


Icwl  How  do  you  see  your  role  in 
IS?  The  CIO’s? 

Ibindei^  We  make  it  easy  for 
people  to  run  the  major  depart¬ 
ments.  Our  roles  are  quite  often 
the  same:  We  deal  with  very  basic 
policy  issues,  very  broad  guide¬ 
lines.  It’s  up  to  Bruce  [Whetstone] 
to  get  new  tech  opportunities  to  all 
the  people  and  to  pour  cold  water 
on  fancy  new  ideas  that  don’t  make 
any  business  sense.  Computer  se¬ 
curity  is  a  special  hot  button  I  get 
involved  in. 

Icwl  You’re  the  leading  firm  in  a 
young  industry  that  has  no  IS  tra¬ 
dition  or  legendary  systems.  Does 
that  help  or  hinder? 

IbinderI  I’m  not  sure  we’ve  got¬ 
ten  any  real  benefit  from  the  infor¬ 
mation  technology  tradition.  We 
tend  to  be  pioneers  rather  than 
copiers.  We’ve  built  our  infrastruc¬ 
ture  from  the  ground  up. 

Icwl  How  does  company  culture 
impact  IS? 

Ibinde^  We  tend  to  be  very  sci¬ 
ence-oriented  in  everything  we  do. 
We  think  everybody  in  the  compa¬ 
ny  can  run  experiments,  not  just 
people  in  the  labs.  Information 


came  to  me  and 

said  he  didn’t  have 
the  software  he  needed, 

I  d  say  ‘Why  don’t  you 
get  it?’  End  of  meeting.” 

technology  experiments  are  built 
into  the  culture.  We’re  also  a  com¬ 
pany  full  of  relatively  youngpeople 
who  are  receptive  to  new  things. 

Icwl  Are  you  a  techno-fan,  techno¬ 
phobe  or  somethingin  between? 

Ibindei^  I’m  really  not  a  technol¬ 
ogy  user.  I  see  things  better  on 
pieces  of  paper,  even  though  some 
come  out  of  a  computer.  I  look  to 
put  notes  on  these  [sheets]  in  the 
margins  and  send  them  back.  Plus, 

I  travel  a  lot.  It  doesn’t  make  as 
much  sense  for  my  particular 
work. 

Icwl  You’ve  been  in  business 
since  1957.  Any  areas  where  com¬ 
puting  professionals  consistently 
don’t  get  it? 

Ibinde^  I  guess  my  biggest  crit¬ 
icism  is  that  some  information 
technology  people  weren’t  user- 
friendly.  They  tended  to  have  their 
own  agenda  more  than  they 
should.  They’re  not  as  service- 
oriented  as  they  should  be. 

Icwl  The  notion  that  IS  can  pro¬ 
vide  a  competitive  edge  has  suf¬ 
fered  recently.  Do  you  agree? 

Ibindei^  Increased  productivity 
is  a  competitive  advantage.  It 
takes  eight  to  10  years  to  get  a  mol¬ 
ecule  to  market.  Every  time  we 
knock  off  another  day,  we  have  a 
better  chance  of  being  the  first  to 
get  a  patent  to  market.  That  can 
mean  the  difference  between  a  lot 
of  sales  and  no  sales.  □ 


Maglitta  is  Compulerworld ’s  senior  edi¬ 
tor,  Corporate  Strategies. 
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Premier  100  information  systems  departments  are  iearning  to  live  under  a 
microscope.  Our  annual  survey  of  the  Premier  100  demonstrates  clearly  that 
corporate  management  is  watching  IS  groups  more  closely  than  ever.  Increas¬ 
ing  demands  from  the  user  community,  tighter  budgets  and  the  need  to  cost- 
justify  project  investments  are  forcing  IS  departments  to  put  up  or  shut  up. 
Fortunately,  most  believe  they’re  doing  a  pretty  good  Job  of  putting  up. 

fedin' 


“Over  the  last  several  years,  our  back  office  is  probably  handling  two  to 
three  times  the  volume  of  trades  with  75%  of  the  people,”  says  W.  Ben  Kuene- 
mann,  senior  managing  director  of  information  services  at  The  Bear  Stearns 
Cos.  in  Whippany,  N.  J.  “That’s  got  to  mean  something.” 


Budget  and 

user  pressures 

aside, 

Premier  100 
IS  departments 


What  it  means  is  that  Pre¬ 
mier  100  CIOs  are  confident 
that  the  productive  value  of 
the  IS  investment  is  tangible, 
but  they  expect  benefits  to 
show  up  in  business  results. 
Just  spending  money  on  com¬ 
puters  isn’t  enough.  The  execu¬ 
tives  are  inclined  to  experiment 
more  with  organizational  chang¬ 
es  than  with  technology,  moving  their 
people  closer  to  the  business  units  and 
forcing  more  decisions  out  to  the  end 
users  rather  than  hard-coding  the  in¬ 
formation  flows  that  already  exist. 
They  are  also  inclined  to  look  at  out¬ 
sourcing  as  a  strategic  option  rather 
than  as  a  political  threat. 

The  Premier  100  companies  are  also 
a  pretty  cost-conscious  group,  judging 


by  their  approach  to  cost  justification. 
Fully  95%  of  the  respondents  said  re¬ 
turn  on  investment  (ROI)  measures  are 
very  important  or  somewhat  impor¬ 
tant  to  getting  a  project  through  the 
corporate  approval  cycle. 

“We  do  an  ROI  on  every  project,” 
says  Patrick  Zilvitis,  vice  president  of 
corporate  information  technology  at 
Gillette  Co.  “Our  whole  [information 
technology]  strategy  is  to  support  the 
business  strategy  and  improve  value  to 
shareholders.” 

SKY’S  THE  LIMIT 

However,  Zilvitis,  like  other  managers, 
says  Gillette  is  not  pinching  pennies 
when  it  comes  to  projects  with  big  po¬ 
tential  strategic  payoffs.  Other  Pre¬ 
mier  100  executives  agree.  When  we 


are  a  confident 

group 
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Don’t  alert  the  media 

Glitzy  technologies  fail  to  excite  IS  as  much  as  fundamentals 


LANs 

CLIENT/SERVER 

GUIs 

DISTRIBUTED  DBMSs 
MOBILE  COMPUTING 
GROUPWARE 
OBJECT-ORIENTED  PROGRAMMING 
32-BIT  OPERATING  SYSTEMS 
MULTIMEDIA 
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Importance  of 
various  technologies 

l=not  very  important 
5=very  important 
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Reinventing  IS 

Pressure  to  perform  is  pushing 
:  groups  to  realign  themselves  .  ,  . 

Has  your  IS  department  been  altered 
to  better  align  with  business  needs? 

YES 


DON’T  KNOW 


A 

43‘) 

^0 

56% 

1% 

NO 


PERCENT  OF 
RESPONDENTS 


.  .  .  but  along  very  different  lines 

How  has  the  structure  of  your  IS  department 
been  altered  during  the  past  year? 

DISTRIBUTED  TO  BUSINESS  UNITS 

MORE  FUNCTIONAL  TEAM  ORIENTATION 


RECENTRALIZED 


REORGANIZED  ALONG  BUSINESS  LINES 
NEW  MANAGEMENT 


DOWNSIZED 


REPORTS  TO  DIFFERENT  EXECUTIVE 


OTHER 

B 


NUMBER  OF 
RESPONDENTS 


Source:  Premier  100  survey 


asked  what  management  attitudes 
were  toward  IS  investments,  seven  out 
of  10  executives  said  management  is 
investing,  although  generally  with 
cost-justification  criteria.  Only  four  of 
the  companies  said  management  is  in 
an  active  cost-reduction  mode. 

PAYOFF  TIME 

And  they  clearly  believe  the  payoff  of 
that  investment  is  emerging.  Asked 
whether  spending  on  IS  is  enhancing 
white-collar  productivity,  93  of  the  99 
people  who  answered  the  question 
said  yes. 

One  reason  the  benefits  may  be 
showing  up  is  an  intensified  focus  on 
revamping  business  processes 
through  IS  instead  of  just  automating 
what’s  there. 

The  survey  results  indicate  that  the 
re-engineering  phenomenon  is  catch¬ 
ing  fire,  with  74%  of  the  respondents 
saying  they  had  re-engineered  or  rede¬ 
signed  some  business  processes  in  the 


past  year  to  exploit  tech¬ 
nology.  Sales  and  market¬ 
ing  functions  are  the  bene¬ 
ficiaries  of  the  bulk  of  that 
effort.  Fully  half  the  Pre¬ 
mier  100  are  involved  in 
some  kind  of  sales  and 
marketing  retooling. 

That’s  in  line  with  the 
new  image  of  IS  as  a  prod¬ 
uct  line  developer,  accord¬ 
ing  to  Thornton  May,  vice 
president  of  research  and 
education  at  Cambridge 
Technology  Partners  in 
Cambridge,  Mass.  “Your 
old-line  CIO  was  basically 
somebody  who  managed 
budgets  effectively,”  he 
says.  “You’re  now  putting 
in  place  an  entrepreneur 
who  can  grow  the  busi¬ 
ness.” 

APPEASING  TOP  BRASS 

The  results  testify  to  the 
importance  of  satisfying 
top  management.  While 
the  majority  of  the  survey 
respondents  said  scrutiny 
of  IS  by  top  management 
and  shareholders  had  not  changed 
during  the  past  year,  a  sizable  minor¬ 
ity  (40%)  said  it  had  increased.  Only 
four  of  the  100  respondents  said  the 
pressure  had  lessened. 

However,  increasing  scrutiny  is  a 
half-empty/half-full  proposition. 

Some  IS  managers  relish  the  idea  of 
top  management  attention  because  it 
allows  them  to  show  off  the  value  they 
can  add  to  the  business.  “Senior  man¬ 
agement  feels  strongly  that  technology 
is  important  to  move  forward,”  says 
John  Kazik,  senior  vice  president  at 
Tribune  Co.  in  Chicago. 

IS  gi’oups  are  also  reorganizing 
themselves,  but  there’s  hardly  agree¬ 
ment  among  them  on  which  way  to  go. 
Forty-three  percent  of  the  groups  have 
undergone  some  kind  of  organization¬ 
al  change  in  the  past  year  to  better  re¬ 
spond  to  business  needs. 

Of  those  who  have  rejiggered,  nearly 
a  third  have  been  distributed  into  the 
business  units.  However,  nearly  one  in 


Best  behavior 

IS  departments  are  under 
the  microscope 

During  the  past  year  do  you  believe 
that  the  degree  of  scrutiny  of  iS  by 
management  and  sharehoiders  has 
increased,  decreased  or  stayed  the  same? 


Source:  Premier  100  survey 


five  has  actually  been  recentralized  to 
achieve  economies  of  scale  and  to  cut 
costs. 

The  contradiction  may  reflect  the 
push/pull  many  IS  departments  are 
facingtoday:  Get  closer  to  the  users  but 
do  more  for  less  money. 

Gillette’s  IS  group  is  one  of  those 
that’s  spreadingout  to  get  closer  to  the 
customers.  Many  of  the  IS  staffers  now 
report  directly  into  discrete  business 
units  with  dotted-line  responsibility  to 
a  central  function,  ZiMtis  says. 

“My  staff  has  diminished  considera¬ 
bly,  but  the  function  is  now  spread 
throughout  the  company  so  we  all  work 
together,”  he  says.  “In  these  days  of 
self-empowered  teams,  you  no  longer 
can  judge  your  position  by  how  many 
people  directly  report  to  you.”  □ 


Gillin  is  Computerworld 's  editor. 


Planning  an(j  execution 

Premier  100  executives  say  no 
project  is  executed  without  a  plan 


How  important  are  each  of  the 
following  to  your  company? 

l=not  very  important  5=very  important 

MAINTAINING  AN  INFORMATION  ARCHITECTURE 
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ROI  FOR  INFORMATION  TECHNOLOGY  PURCHASES 

4.08 

MISSION-CRITICAL  CLIENT/SERVER  ARCHITECTURES 
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In  the  IS  productivity  game, 

these  players  finish  well 
ahead  of  their  peers 


BY  KIM  S.  NASH 


Lapping  the  field 

These  Premier  100  companies  boast  the 
biggest  lead  over  their  industry  peers  in  the 
Information  Productivity  Index 


Transportation 

Rank 

COMPANY 

Illinois  Central  Corp. 

2 

CLOSEST 

American  President  Cos. 

44 

Soaps  and  cosmetics 


International  Flavors  &  Fragrances,  Inc.  15 
Avon  Products,  Inc. 


Farm  equipment 


Briggs  &  Stratton  Corp. 
Stewart  &  Stevenson  Services 

s  »  iK 


COMPANY 


IVAL 


CLOSEST 


Beverages 


Coca  Cola  Co. 
Whitman  Corp. 


COMPANY 
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Pubiishing  and  printing 


Gannett  Co. 
Tribune  Co. 


Life  insurance 


IDS  Financial  Corp. 

None  in  Top  230  companies 
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28 

91 

33 
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92 
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When  it  comes  to  those  great  smells 
that  remind  you  of  a  new  car,  a  pine 
tree  or  a  fun  summer  at  the  beach,  In¬ 
ternational  Flavors  &  Fragrances,  Inc. 
(IFF)  stands  out  from  its  competitors. 
With  more  than  80,000  recipes  on  file, 
IFF  is  the  world’s  leader  in  the  synthet¬ 
ic  taste  and  smell  market. 

The  company  is  also  notable  for  fin¬ 
ishing  far  ahead  of  its  industry  breth¬ 
ren  in  information  systems  effective¬ 
ness  using  the  Premier  100’ s  Informa¬ 
tion  Productivity  Index. 

Information  productivity,  used  to 
Tunkthe Premier  100,  rewards  compa¬ 
nies  that  achieve  a  high  level  of  produc¬ 
tivity  for  low  overhead  or  management 
cost,  or  those  that  do  more  with  less. 
This  year,  IFF  and  five  other  highfliers 
finished  well  ahead  of  their  industry 
peers  in  information  productivity 
rankings.  The  others  include  publisher 
Gannett  Co.,  financial  firm  IDS  Finan¬ 
cial  Corp.,  transportation  company  Il¬ 
linois  Central  Corp.,  heavy  manufac¬ 
turer  Briggs  &  Stratton  Corp.  and  Coca 
Cola  Co.  The  latter  two  declined  inter¬ 
views,  citing  state  secrets. 

Without  exception,  every  IS  scheme 
these  companies  hatch  is  predicated 
on  knowing  and  serving  clients  better. 
But  they  also  emphasize  tangible  bot¬ 
tom-line  benefits  from  IS  spending. 

Wariness  of  investing  in  the  un¬ 


proved  is  indicated  by  a  rather  blase 
view  of  client/server  at  these  firms. 
Briggs  &  Stratton  allocates  about  20% 
of  its  new  software  development  to  cli¬ 
ent/server,  while  Illinois  Central  says  it 
devotes  just  10%. 

SECRETS  OF  SUCCESS 

Consider  some  other  traits  shared  by 
these  best  of  the  best  in  IS. 

■  Close  to  the  customer.  At  IFF  and  Gannett, 
IS  actually  lives  at  business  units.  Gan¬ 
nett  employs  systems  managers  at 
each  of  more  than  160  newspaper  of¬ 
fices  and  TV  stations  nationwide.  IFF 
experimented  last  year  with  relocat¬ 
ing  application  developers,  business 
modelers  and  other  technicians  to  in¬ 
dividual  user  departments. 

The  move  shook  people  up  —  for  the 
better,  says  IS  director  Wim  van  Ber- 
kel.  IS  learned  what  sales,  marketing 
and  engineering  does  and  vice  versa. 

That  doesn’t  mean  IFF’s  57-member 
IS  staff  knows  how  to  bind  polymers  to 
create  the  perfect  Cheddar  flavor  for  a 
new  cheese-like  product.  But  IS  must 
understand  how  the  salesperson  who 
sells  that  flavor  works  and  what  the  cli¬ 
ents  need  to  know  when,  van  Berkel 
says.  “We’ve  made  it  very  clear  to 
people  that  that’s  their  charter.’’ 

■  Customer  service,  customer  service,  customer 
service.  Like  a  caffeine  addict  around 
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photograph  by  NEIL  SELKIRK 


IIFF’S  WIM  VAN  BERKEL  says  IS  must  understand  how  salespeople  at  the  company  work 


fine  Brazilian  coffee,  Carl  Beihl,  vice 
president  of  strategic  technology  plan¬ 
ning  at  IDS,  obsesses  about  catering  to 
the  customer.  “Previously,  we  were  or¬ 
ganized  around  products  —  mutual 
funds,  policies,  that  kind  of  thing,”  he 
says.  “Now  we’re  focused  around  mar¬ 
ket  groups  —  who’s  buying  what  and 
how  we  can  help  them  buy  more.” 

IDS  plans  to  roll  out  early  next  year 
new  client  management  software  to  its 
nationwide  sales  force. 

But  more  important  are  the  regular 
meetings  software  developers  have 
with  field  sales,  says  Alan  Bidnall,  IDS’ 
vice  president  of  financial  planning. 
Bidnall  and  other  business  managers 
meet  with  IS  folks  each  quarter  to  re¬ 
fine  technology  projects  in  progress 
and  in  planning. 

With  11  years  in  IS  before  assuming 
his  current  role  in  1990,  Bidnall  says 


the  process  is  simple.  “We  look  at  what 
our  competitors  are  doing  and  what  we 
want  to  do,  then  IS  goes  off  and  figures 
out  the  technology  to  make  it  happen.” 

Sometimes  the  two  sides  disagree  on 
how  to  reach  goals,  “but  the  clash  is 
part  of  the  coming  together,”  Bidnall 
adds. 

At  some  firms,  electronic  data  inter¬ 
change  is  becoming  synonymous  with 
customer  service,  says  IFF’s  van  Ber- 
kel.  IFF  is  considering  setting  up  ter¬ 
minals  at  customer  sites  next  year,  and 
Milwaukee-based  engine  and  lock 
maker  Briggs  &  Stratton  may  also  link 
to  suppliers  in  that  manner. 

■  Outsourcing  is  not  a  dirty  word  anymore.  While 
it  used  to  be  a  scary,  expensive,  all-or- 
nothing  deal,  outsourcing  has  been 
whittled  down  to  a  tool  that  can  be  con¬ 
trolled  by  IS.  Such  selective  outsourc¬ 
ing  can  be  like  a  surgeon’s  knife,  says 


Geoffrey  Barnes,  a  consul¬ 
tant  at  Cap  Gemini  Ameri¬ 
ca,  Inc.’s  Atlanta  office. 
Applied  thoughtfully  and 
precisely,  outsourcing  is  a 
way  to  “cut  away  the  pain¬ 
ful  parts  of  your  job  to  pro¬ 
mote  growth,”  he  says. 

Ilhnois  Central  recently 
farmed  out  its  core  trans¬ 
portation  systems  to  the 
Union  Pacific  Technology 
unit  of  Union  Pacific  Rail¬ 
road.  Illinois  Central  plans 
to  redeploy  internal  IS  to 
rebuild  and  “client/server- 
ize”  financial  systems, 
says  Norman  Schwarz,  di¬ 
rector  of  technical  net¬ 
work  support. 

■  ROI  is  king.  One  issue  that 
unifies  the  Premier  100 
star  performers  is  a  focus 
on  cost  justification. 
Asked  on  the  Premier  100 
survey  to  rate  the  impor¬ 
tance  of  return  on  invest¬ 
ment  (ROI)  in  justifying  IS 
investments,  nearly  every 
company  deemed  it  “ex¬ 
tremely  important.” 

ROI  “is  the  only  way  we 
go,”  IDS’  Bidnall  says.  But 
the  firm  allows  strategic  projects  more 
breathing  room  as  far  as  showing  bot¬ 
tom-line  returns,  he  says.  However, 
quick  hit  efforts,  such  as  setting  up  a 
temporary  forecasting  system,  need  to 
prove  their  value  almost  immediately, 
he  says. 

Likewise,  each  and  every  project  at 
Gannett  is  looked  at  first  for  its  ROI, 
says  John  Palm,  IS  director  at  the  Ar¬ 
lington,  Va.-based  company.  Gannett 
recently  installed  a  graphical  decision 
support  application  to  help  advertising 
marketers  better  target  their  efforts. 
Palm  wouldn’t  specify  how  much  mon¬ 
ey  the  media  chain  has  seen  in  new 
sales  related  to  the  application,  but  he 
says  the  project  will  continue:  “We’re 
putting  a  lot  more  money  into  it  next 
year,  let’s  just  say.”  □ 


Nash  is  a  Computerworld  West  Coast  senior 
editor. 
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It's  nice  to  know  he's  in  good  company. 


A  radical  redesign  of  your  enterprise  information  system 

I 

i 

I  was  a  tougli  decision.  But  every  now  and  tken  you’re  pre¬ 

sented  witk  an  easy  cLoice. 
YX^Ketlier  you’re  kuilding  net¬ 
worked  applications  from 
scratck  or  simply  offloading 
your  datakase  from  tke  main¬ 
frame,  Sun  offers  tke  test 


This  MIS  Manager  Just  Made  The 

BIGGEST  DEaSION 
OF  HIS  CAREER. 


UNIX®  platform  for  RDBMS.  More  relational  datakase  soft¬ 
ware,  including  ORACLE,  INFORMIX,  Sykase,  and  Ingres, 
is  sold  on  Surf  systems  tkan  on  any  otker 
UNIX  platform.  Our  servers  allow 
you  to  interoperate  witk  your 
existing  mainframe  and  PCs, 
and  expand  incrementally  as 


your  organization  grows. 


Call 


1 800-786-0785,  ext.  105  f  or  a  copy  of  IDC  s  wkite  paper, 
''Sun  Servers  in  tke  Enterprise.’  ’  Yo  u’ll  see  w  ky  more 
people  ckoose  Sun  to  make  tk  e  toug  k  d  ecisions  easier. 


Tke  Network  Is  Tke  Computer. 


©  EDT  Sun  Micros)  •'cins,  Inc. 
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Future  desktop  decisions  loom 

Intell  to  drive  Pentium  boxes  under  $2,000  Users  unwilling  to  gamble  on  first  release  of  Chicago 


Inlet  Corp  liul  wi-ck  conllrmcd  II 
will  announce  another  round  ol 
dramnllc  price  rcducllons  on  lU 
I'enlluDi  and  1480  proceanra  next 

nonouncemenis  na  pun  ol  Intel'* 
continuing  Blruli'cy  lo  induce  Iho 
markol  lo  uccepi  I’cnllun  a*  a 
desktop  elandurd  by  IP9&.  Kor  (he 
(Irst  time,  a  UO-MHz  Pentium 
proecaaor  will  tell  tor  IcM  than  a 
DXadilp. 

Source*  briefed  by  the  company 

nnnounreDicflU  staled  lor  the  third 
quarter.  Tboy  said  Inlet  will  lower 
Pentium, paps  IB 


Ptfitium  prlus  will  diop  about  13% 
In  July  snd  Sn  «d«lk»sl  Ul%  (0  2S% 

PcirnuM  60 

St*rtin6  PRICE  _  S6TS 


PiirnuM  6< 

•SouririNelMqs'A 


S4:s 


ByWIUlomBrandc 


Bill  (Jaica  and  MIcroeoft  Corp.  arc  groHnly  overcs- 
llmallng  the  dmlrc  ot  InlormaUon  systems  profes¬ 
sionals  lu  deploy  Chicago  at  Ihclr  slle*  anytime 

Users’  alllludes  vary  trom  rclucuni  to  Incred¬ 
ulous  over  Iho  highly  touted  324)11  tendon  ol  Win¬ 
dows.  Userssay  Ihcy  areaveree  lo  luncUonlngas 

as  long  as  neccasary  lo  ensure  Its  slablllly  before 
they  deploy  U. 

Id  tact,  most  plan  lu  hold  oft  deploymenl  lor  at 
h»5t  six  lo  12  months  to  Iboreughly  evaJualc  Ihc 
operating  systom. 
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Words  We  Live  By.  Words  You  Work  By. 


When  you  pick  up  a  copy  of  Computer-world,  you  know 
you’re  getting  the  most  objective,  unbiased  news  and 
information  in  IS.  Our  code  of  ethics  guarantees  it. 

Why  do  we  make  such  a  big  deal  out  of  editorial  integrity? 

Because  the  words  you  read  in  Computerworld  often 
have  a  dramatic  impact  on  your  business,  your  career, 
and  your  future. 

You  use  this  information  to  evaluate  new  products. 

To  get  a  candid  view  of  emerging  technologies.  To  find 
out  the  inside  story  on  corporate  strategies.  To  decide 
whether  to  jump  ship  or  stay  in  your  current  job. 

To  get  the  edge  on  your  competition. 

In  short,  Computerworld  is  filled  with  the  words 
IS  professionals  like  you  live  by. 


Week  in  and  week  out,  our  editors  and  reporters  call 
it  the  way  they  see  it  -  on  issues  ranging  from  network 
management  to  reengineering.  They  dig  deeply  to  bring 
you  the  most  accurate,  comprehensive  news  in  IS. 

It’s  no  wonder  over  140,000  IS  professionals  pay  to 
subscribe  to  Computerworld  every  week.  Shouldn’t  you? 
Order  today  and  you’ll  receive  51  information-packed 
issues.  Plus,  you’ll  get  our  special  bonus  publication. 

The  Premier  100,  an  annual  profile  of  the  leading 
companies  using  IS  technology. 

Call  us  toll-free  at  1-800-343-6474.  Or  use  the  postage- 
paid  subscription  card  bound  into  this  issue. 

You’ll  get  the  kind  of  straightforward,  impartial 
reporting  you  can  work  by.  You  have  our  word  on  it. 
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11.  President,  Owner/Partner, 
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we  evaluated  productivity 


i  *  Twenty  years  of  experience  as  a  CIO  trying 
|g  to  explain  budget  increases  to  corporate  ex- 
,^®6cutives  has  taught  me  that  our  traditional 
,,  means  of  evaluatingproductivity  don’t  work. 
In  this  issue,  you’ll  find  criteria  that  do. 

This  year’s  listing  of  Computerworld Pre¬ 
mier  1 00  companies  was  compiled  based  on 
my  own  Information  Productivity  Index. 

Information  Productivity  measures  and  re¬ 
wards  the  effectiveness  of  corporate  man¬ 
agement.  It  does  not  reward  the  more  com¬ 
mon  metrics  of  information  technology 
spending,  such  as  computer  budget,  the  val¬ 
ue  of  installed  equipment  or  other  measures 
of  brute  force.  That  is  because  there  is  no  de¬ 
monstrable  correlation  between  the  finan¬ 
cial  performance  of  a  firm  and  the  amount  it 

spends  on  information 
technologies.  What 
matters  is  not  how 
much  you  spend  but 

howweUyou  spend  it  in  supporting  business 
missions  and  contributingto  productivity. 

The  old  justification  methods  don’t  work 
because  they  rely  on  ratios  that  measure  the 
efficiency  of  capital.  These  indicators  have 
such  names  as  return  on  assets,  return  on  in¬ 
vestment  and  return  on  equity.  But  in  mod¬ 
ern  enterprises,  capital  doesn’t  mean  as 
much  as  it  used  to.  The  performance  of  high 
technology  and  service  businesses  are  influ¬ 
enced  more  by  the  quality  of  their  manage¬ 
ment  than  by  their  assets. 

Productivity  is  the  ratio  of  output  to  input. 
Unfortunately,  there’s  no  place  for  manage¬ 
ment’s  output  on  an  income  statement.  But 
there  is  a  way  to  calculate  it.  If  you  subtract 
from  after-tax  profits  the  value  of  the  share¬ 
holder’s  equity  capital,  what’s  left  is  the  val¬ 
ue  of  management. 

Technology  isn’t  productive  in  itself.  But 
well-managed,  superbly  trained  and  moti¬ 
vated  people — with  or  without  computers  — 
can  show  measurable  gains  in  output. 

Input  of  management  is  the  cost  of  the  co¬ 
ordination  of  an  enterprise,  frequently  de¬ 
fined  as  either  overhead  or  indirect  costs. 


■%#  1 


These  definitions  of  output  and  input  reject 
conventional  productivity  measures.  For  ex¬ 
ample,  revenue  is  not  a  measure  of  output  be¬ 
cause  it  includes  value  added  by  suppliers. 
Profits  are  not  an  acceptable  measure  of  per¬ 
formance  because  they  don’t  include  com¬ 
pensation  to  shareholders.  Costs — especial¬ 
ly  costs  per  employee  —  are  misleading 
indicators  of  input  because  they  include  the 
value  of  purchases.  The  value  of  assets  is  ir¬ 
relevant  as  a  measure  of  input  because  leas¬ 
ing  and  outsourcing  distort  that  statistic. 

Recent  improvements  in  financial  report¬ 
ing  and  the  availability  of  detailed  financial 
information  have  made  it  possible  to  calcu¬ 
late  a  reasonable  return  on  management. 

For  output,  I  use  Stern,  Stewart  &  Co.’s  popu¬ 
lar  Economic  Value-Added  (EVA).  If  EVA  is 
not  available,  output  can  be  calculated  by 
subtracting  from  operating  profit  after  taxes 
the  value  of  shareholder  equity,  multiplied  by 
the  cost  of  capital. 

The  costs  of  sales,  general  and  administra¬ 
tion  (SG&A)  are  a  reasonable  approximation 
of  management  costs.  Divide  EVA  by  SG&A 
to  get  the  Information  Productivity  Index. 

The  Computerworld  Premier  100  rank¬ 
ings  have  been  calculated  using  published 
1993  financial  results  for  the  Fortune  1,000. 
Because  some  firms  show  wide  swings  in 
year-to-year  profits,  our  rankings  also  con¬ 
sidered  three-year  averages.  Firms  that  re¬ 
ported  favorable  operating  profits  after  tax¬ 
es  but  also  large  accountingwrite-offs,  which 
made  their  shareholder  equity  negative, 
were  eliminated  from  consideration. 

Because  Information  Productivity  relates 
to  the  numbers  that  are  watched  and  under¬ 
stood  by  your  board  of  directors,  your  top  ex¬ 
ecutives  and  your  shareholders,  this  year’s 
Computerworld  Premier  100  rankings  of¬ 
fer  a  sound  basis  from  which  to  start  discus¬ 
sions  on  how  to  do  better  next  year.  □ 


Strassmann  is  a  consultant  and  former  CIO  of  Kraft 
Corp.,  General  Foods  Corp.,  Xerox  Corp.  and  the  U.S. 
Department  of  Defense. 
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INFORMATION 


PREMIER 

100  RANK 

COMPANY 

INDUSTRY 

PRODUCTIVITY 

INDEX 

CIO’S  YEARS 

IN  POSITION 

CIO  REPORTS  TO 

1 

Unifi,  Inc. 

Textiles 

1.81 

12 

Executive  Vice  President,  Finance 

2 

Illinois  Central  Corp. 

Transportation 

1.35 

4 

President  &  CEO 

3 

Ambac,  Inc.* 

Financial  Services 

1.25 

1 

CEO 

4 

ARA  Group,  Inc. 

Diversified  Services 

1.08 

12 

Senior  Vice  President,  Finance  &  FIR 

5 

UST,  Inc.* 

Tobacco 

1.05 

NA 

NA 

6 

Fluor  Corp. 

Diversified  Services 

.95 

3 

Group  President 

7 

MAPCO,  Inc. 

Petroleum  Refining 

.82 

1 

Senior  Vice  President  &  CFO 

8 

MBIA,  Inc. 

Financial  Services 

.78 

1 

Controller  &  Senior  Vice  President 

9 

U.S.  Healthcare,  Inc. 

Diversified  Services 

.74 

5 

Chief  Marketing  Officer  &  COO 

10 

Amgen,  Inc. 

Pharmaceuticals 

.71 

4.5 

Senior  Vice  President,  Operations 

11 

Newmont  Mining  Corp. 

Gold  Mining 

.6 

2.5 

Senior  Vice  President,  Operations 

12 

Cooper  Tire  &  Rubber  Co. 

Plastic  Products 

.58 

2 

President  &  COO 

13 

Great  Lakes  Chemical  Corp. 

Chemicals 

.52 

8 

Executive  Vice  President  &  CFO 

14 

Abbott  Laboratories* 

Pharmaceuticals 

.5 

NA 

NA 

15 

International  Flavors  &  Fragrances,  Inc. 

Soaps  &  Cosmetics 

.49 

18 

President 

16 

The  Bear  Stearns  Cos. 

Financial  Services 

.43 

7 

COO  &  CFO 

17 

Walt  Disney  Co. 

Diversified  Services 

.41 

5 

CFO 

18 

CSF  Holdings,  Inc.* 

Savings  Banks 

.41 

8 

Vice  President,  Finance 

19 

Ace  Hardware  Corp. 

Diversified  Services 

.4 

5 

Executive  Vice  President  &  COO 

20 

Waste  Management,  Inc. 

i 

Diversified  Services 

.38 

0.25 

CFO 

21 

Collective  Bancorp,  Inc. 

Savings  Banks 

.37 

3 

Vice  Chairman 

22 

Schering-Plough  Corp.* 

Pharmaceuticals 

.36 

6 

Executive  Vice  President 

23 

Fruit  of  the  Loom,  Inc.* 

Apparel 

.36 

NA 

NA 

24 

Morgan  Stanley  Group,  Inc.* 

Financial  Services 

.35 

1 

Senior  Vice  President 

25 

American  Home  Products  Corp. 

Pharmaceuticals 

1 

.34 

3 

Executive  Vice  President 

’*'Data  not  from  the  top  executive  at  the  company 

Note:  Information  Productivity  lndex=[(Profit  before  taxes-provision  for  income  taxes)-cost  of  capital] 


[Selling,  general  &  administrative  expense]  Higher  numbers  indicate  superior  productivity 


TOTAL 

NUMBER  OF 

EMPLOYEES 

TOTAL 

NUMBER  OF 

IS  STAFF 
(RANGE) 

TOTAL  IS  BUDGET 
(RANGE) 

PERCENT 

CHANGE  IN 

BUDGET  ‘93-'94 

PERCENT  IS 

BUDGET 

SPENT 

OUTSIDE  IS 

DEPARTMENT 

PERCENT 

SOFTWARE 

SPENT  ON 

NEW 

DEVELOPMENT 

PERCENT 

SOFTWARE 

DEVELOPMENT 

FOR 

CLIENT/SERVER 

PERCENT 

SOFTWARE 

DEVELOPMENT 

FOR 

MAINTENANCE 

TOTAL 

DESKTOP 

SERVERS 

(RANGE) 

PERCENT  OF 

DESKTOP 

DEVICES 

NETWORKED 

5,177 

<100 

$5M-$9.9M 

22% 

15% 

65% 

28% 

NA 

250-499 

19% 

3,219 

<100 

$5M-$9.9M 

-0.6% 

5% 

16% 

11% 

84% 

500-999 

21% 

300 

<100 

$25M-$49.9M 

NA 

NA 

NA 

NA 

NA 

1,000-2,499 

NA 

135,400 

250-499 

$25M-$49.9M 

2.5% 

15% 

60% 

40% 

40% 

>10,000 

15% 

3,724 

100-249 

$25M-$49.9M 

NA 

NA 

NA 

NA 

40% 

1,000-2,499 

NA 

43,000 

500-999 

$100M-$249.9M 

0% 

5% 

30% 

10% 

70% 

1,000-2,499 

95% 

6,313 

<100 

$10M-$24.9M 

NA 

20% 

40% 

10% 

60% 

1,000-2,499 

70% 

350 

<100 

$1M-$4.9M 

17.5% 

NA 

90% 

33% 

10% 

250-499 

100% 

3,800 

250-499 

$50M-$99.9M 

18% 

65% 

65% 

80% 

35% 

2,500-4,999 

95% 

3,807 

100-249 

$25M-$49.9M 

NA 

12% 

60% 

15% 

40% 

2,500-4,999 

95% 

2,393 

<100 

$1M-$4.9M 

13% 

2% 

30% 

25% 

70% 

500-999 

90% 

7,500 

100-249 

$10M-$24.9M 

7% 

10% 

60% 

25% 

40% 

1,000-2,499 

75% 

7,000 

100-249 

$10M-$24.9M 

0% 

10% 

35% 

10% 

65% 

1,000-2,499 

75% 

49,659 

1,000-2,499 

$250M-$499.9M 

10% 

NA 

NA 

NA 

NA 

5,000-9,999 

NA 

4,300 

100-249 

$25M-$49.9M 

-3% 

17% 

90% 

85% 

10% 

1,000-2,499 

100% 

7,321 

500-999 

$100M-$249.9M 

23% 

6% 

57% 

43% 

43% 

>10,000 

97% 

62,000 

1,000-2,499 

$250M-$499.9M 

1% 

5% 

65% 

35% 

35% 

>10,000 

95% 

620 

<100 

$25M-$49.9M 

0% 

50% 

75% 

70% 

25% 

1,000-2,499 

30% 

3,718 

100-249 

$10M-$24.9M 

9% 

0% 

60% 

10% 

40% 

1,000-2,499 

80% 

35,979 

250-499 

$50M-$99.9M 

-26% 

50% 

20% 

1% 

80% 

>10,000 

78% 

1,050 

<100 

$1M-$4.9M 

0% 

0% 

10% 

100% 

90% 

1,000-2,499 

90% 

21,600 

500-999 

$50M-$99.9M 

5% 

10% 

55% 

75% 

45% 

2,500-4,999 

75% 

35,000 

<100 

$50M-$99.9M 

NA 

NA 

NA 

NA 

NA 

1,000-2,499 

NA 

9,025 

,  <100 

$1M-$4.9M 

-20% 

10% 

75% 

50% 

25% 

1,000-2,499 

100% 

50,000 

1,000-2,499 

$100M-$249.9M 

10% 

10% 

10% 

80% 

80% 

2,500-4,999 

65% 

illustrations  by  M.A.D, 
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INFORMATION 

premier  productivity  CIO’S  YEARS 

100  RANK  COMPANY  INDUSTRY  INDEX  IN  POSITION  CIO  REPORTS  TO 


26 

Cone  Mills  Corp.’*' 

Textiles 

.33 

3 

Vice  President,  Finance  1 

27 

Merck  &  Co. 

Pharmaceuticals 

.33 

2 

i 

Senior  Vice  President  j 

i 

28 

Briggs  &  Stratton  Corp. 

Farm  Equipment 

.33 

19 

< 

Executive  Vice  President,  Administration  j 

I 

29 

Merrill  Lynch  &  Co. 

Financial  Services 

.32 

3.5 

Chairman  &  CEO  i 

30 

Boston  BanCorp* 

Savings  Banks 

.32 

1 

CEO  I 

I 

31 

Sunbeam-Oster  Co.’* 

Electronics 

.3 

0 

CFO 

32 

Salomon  Brothers,  Inc. 

Financial  Services 

.29 

3 

\ 

Managing  Director  of  Exec.  Committee  J 

1 

33 

Coca  Cola  Co.’* 

Beverages 

.29 

3 

Controller 

34 

Bristol-Myers  Squibb  Co.* 

Pharmaceuticals 

.29 

3 

CFO  ! 

35 

-T 

Praxair,  inc. 

Chemicals 

.29 

0.5 

o 

U- 

o 

36 

Charles  Schwab  Corp. 

Financial  Services 

.29 

1 

President  \ 

37 

Gannett  Co.* 

Publishing  &  Printing 

.28 

12 

1 

CFO 

38 

GEICO  Corp. 

Financial  Services 

.26 

1 

CEO  i 

39 

Levi  Strauss  Associates,  Inc. 

Apparel 

.25 

9 

COO 

40 

Dibrell  Brothers,  Inc. 

Tobacco 

.24 

25 

i' 

Senior  Vice  President  &  CFO  t 

1 

41 

Gerber  Products  Co. 

Food 

.24 

10 

o 

Ll_ 

o 

42 

Rubbermaid,  Inc.* 

Plastic  Products 

.24 

NA 

NA  i 

43 

Medtronic,  inc. 

Photographic  Equipment 

.23 

15 

Senior  Vice  President  &  CFO 

[ 

44 

American  President  Cos. 

Transportation 

.23 

7 

i 

Chairman,  CEO  &  President  i 

45 

H&R  Block,  Inc. 

Diversified  Services 

.22 

1 

President  &  CEO 

46 

Raytheon  Co.* 

Electronics 

.22 

3 

Vice  President,  Engineering 

47 

Kellogg  Co.* 

Food 

.21 

12 

Vice  President 

48 

Worthington  industries,  Inc. 

Metals 

.21 

1 

Vice  President,  Engineering 

49 

United  Healthcare  Corp. 

Diversified  Services 

.21 

5 

CEO 

\ 

50 

W.  M.  Wrigley  Jr.  Co.* 

Food 

.2 

2 

Vice  President,  Finance  3 

'r 

’*‘Data  not  from  the  top  executive  at  the  company 
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COMPUTERWORLD  PREMIER  100 


PERCENT  IS 

PERCENT 

PERCENT 

PERCENT 

TOTAL 

BUDGET 

SOTOARE 

SOFTWARE 

SOFTVttRE 

TOTAL 

PERCENT  OF 

TOTAL 

NUMBER  OF 

PERCENT 

SPENT 

SPENT  ON 

DEVELOPMENT 

DP/ELOPMENT 

DESKTOP 

DESKTOP 

NUMBER  OF 

IS  STAFF 

TOTAL  IS  BUDGET 

CHANGE  IN 

OUTSIDE  IS 

NEW 

FOR 

FOR 

SERVERS 

DEVICES 

EMPLOYEES 

(RANGE) 

(RANGE) 

BUDGET  '93-‘94 

DEPARTMENT 

DEVELOPMENT  CLIENT/SERVER 

MAINTENANCE 

(RANGE) 

NEm'ORKED 

7,800 

250-499 

$25M-$49.9M 

0% 

1% 

40% 

5% 

60% 

2,500-4,999 

90% 

18,172 

500-999 

$100M-$249.9M 

9% 

10% 

65% 

80% 

35% 

1,000-2,499 

80% 

7,950 

<100 

$5M-$9.9M 

4% 

20% 

25% 

20% 

75% 

500-999 

40% 

42,650 

2,500-4,999 

>$500M 

7% 

0% 

60% 

70% 

40% 

2,500-4,999 

90% 

210 

<100 

$1M-$4.9M 

NA 

20% 

0% 

99% 

100% 

100-249 

100% 

10,500 

500-999 

$1M-$4.9M 

80% 

0% 

40% 

95% 

60% 

1,000-2,499 

100% 

8,629 

1,000-2,499 

$100M-$249.9M 

-2% 

50% 

35% 

100% 

65% 

5,000-9,999 

99% 

34,000 

100-249 

$100M-$249.9M 

0% 

25% 

60% 

50% 

40% 

5,000-9,999 

50% 

49,500 

1,000-2,499 

$100M-$249.9M 

-10% 

5% 

40% 

30% 

60% 

>10,000 

70% 

16,766 

100-249 

$10M-$24.9M 

-20% 

25% 

50% 

75% 

50% 

2,500-4,999 

95% 

6,100 

500-999 

$100M-$249.9M 

12% 

25% 

80% 

85% 

20% 

5,000-9,999 

90% 

i  36,000 

500-999 

$50M-$99.9M 

5% 

0% 

40% 

20% 

60% 

>10,000 

30% 

8,350 

500-999 

$25M-$49.9M 

4% 

12.5% 

58% 

15% 

42% 

5,000-9,999 

98% 

[  36,400 

500-999 

$50M-$99.9M 

78% 

NA 

90% 

50% 

10% 

5,000-9,999 

100% 

4,600 

<100 

$1M-$4.9M 

-10% 

12% 

60% 

80% 

40% 

100-249 

25% 

:  9,280 

100-249 

$10M-$24.9M 

11% 

30% 

80% 

30% 

NA 

1,000-2,499 

50% 

11,978 

100-249 

$50M-$99.9M 

3% 

NA 

NA 

NA 

NA 

2,500-4,999 

NA 

9,856 

100-249 

$25M-$49.9M 

8% 

NA 

65% 

25% 

35% 

2,500-4,999 

90% 

4,655 

250-499 

$100M-$249.9M 

13% 

37% 

60% 

90% 

40% 

2,500-4,999 

80% 

81,000 

250-499 

$10M-$24.9fV1 

15% 

75% 

60% 

5% 

40% 

>10,000 

2% 

63,800 

>10,000 

$25M-$49,9M 

7% 

30% 

30% 

70% 

70% 

>10,000 

85% 

16,151 

500-999 

$250M-$499.9M 

7% 

15% 

30% 

15% 

70% 

>10,000 

35% 

7,000 

<100 

$5M-$9.9M 

50% 

60% 

20% 

0% 

80% 

1,000-2,499 

80% 

7,772 

500-999 

$100M-$249.9M 

22% 

NA 

40% 

30% 

60% 

5,000-9,999 

98% 

6,700 

100-249 

$10M-$24.9M 

10% 

20% 

50% 

10% 

50% 

500-999 

50% 
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PREMIER 

100  RANK 

COMPANY 

INDUSTRY 

PRODUCTIVITY 

INDEX 

CIO’S  YEARS 

IN  POSITION 

51 

Johnson  &  Johnson* 

Pharmaceuticals 

.19 

4 

52 

Newell  Co.* 

Metal  Products 

.19 

1 

53 

NALCO  Chemical  Co. 

Chemicals 

.19 

3.5 

54 

Lancaster  Colony  Corp.* 

Food 

.19 

4 

55 

E-Systems,  Inc.* 

Electronics 

.19 

6 

56 

Nike,  Inc.* 

Diversified  Services 

.19 

0 

57 

Advanta  Corp. 

Financial  Services 

.18 

0.5 

58 

Southwestern  Bell  Corp. 

Utilities 

.18 

2.5 

59 

Travelers  Corp. 

Financial  Services 

.18 

4 

60 

Charter  One  Financial,  Inc.* 

Savings  Banks 

.18 

4 

61 

Gap,  Inc. 

Retailing 

.17 

4.5 

62 

Valspar  Corp.* 

Chemicals 

.17 

1 

63 

Bankers  Trust  New  York  Corp. 

Commercial  Banks 

.16 

10 

64 

McDonald's  Corp. 

Retailing 

.16 

11 

65 

Reebok  International  Ltd. 

Diversified  Services 

.16 

3 

66 

First  Commerce  Corp.* 

Commercial  Banks 

.16 

3 

67 

Sigma  Aldrich  Co.* 

Chemicals 

.16 

15 

68 

Thiokol  Corp. 

Aerospace 

.16 

3.5 

69 

JP  Morgan  &  Co.* 

Commercial  Banks 

.15 

3 

70 

Rockwell  International  Corp. 

Electronics 

.15 

11 

71 

Emerson  Electric  Co. 

Electronics 

.15 

2 

72 

CPC  International,  Inc.* 

Food 

.15 

12 

73 

IDS  Financial  Corp.* 

Life  Insurance 

.15 

26 

74 

H.  J.  Heinz  Co.* 

Food 

.15 

2 

75 

3M  Co. 

Photographic  Equipment 

.15 

2 

CIO  REPORTS  TO 
Chairman  &  CEO 
Treasurer 

Senior  Vice  President,  Mfg.  &  Logistics 
Vice  President,  Finance 
Vice  President,  Finance 
Vice  President,  Operations 
Senior  Vice  President,  Corporate  Admin. 
President,  Network  Services 
Chief  Administration  Officer 
Senior  Vice  President,  Operations 
CFO 

President 

President 

Executive  Vice  President 

Executive  Vice  President,  Operations 

f 

Executive  Vice  President 
President 

Senior  Vice  President,  Finance  &  CFO 
Managing  Director 
Senior  Vice  President 
Executive  Vice  President 
Vice  President,  Administration 
CEO 

Vice  President,  Finance 
Vice  President,  Logistics 


*Data  not  from  the  top  executive  at  the  company 


TOTAL 

PERCENT  IS 

PERCENT 

PERCENT 

PERCENT 

BUDGET 

SOFTWARE 

SOFTWARE 

SOFTWARE 

TOTAL 

TOTAL 

NUMBER  OF 

PERCENT 

SPENT 

SPENT  ON 

DEVELOPMENT 

DEVELOPMENT 

DESKTOP 

NUMBER  OF 

IS  STAFF 

TOTAL  IS  BUDGET 

CHANGE  IN 

OUTSIDE  IS 

NEW 

FOR 

FOR 

SERVERS 

EMPLOYEES 

(RANGE) 

(RANGE) 

BUDGET  ‘93-'94 

DEPARTMENT 

DEVELOPMENT  CLIENT/SERVER 

MAINTENANCE 

(RANGE) 

PERCENT  OF 
DESKTOP 
DEVICES 
NETtVORKED 


81,600 

1,000-2,499 

$100M-$249.9M 

-10% 

NA 

40% 

75% 

60% 

>10,000 

100% 

15,000 

<100 

$10M-$24.9M 

3% 

10% 

30% 

5% 

70% 

1,000-2,499 

40% 

6,998 

100-249 

$10M-$24.9IV1 

2% 

23% 

75% 

25% 

25% 

2,500-4,999 

95% 

5,000 

<100 

$1M-$4.9M 

5% 

10% 

50% 

5% 

50% 

100-249 

10% 

16,703 

<100 

$50M-$99.9I\/1 

5% 

50% 

100% 

5% 

0% 

5,000-9,999 

75% 

1  5,000 

250-499 

$10M-$24.9M 

0% 

20% 

80% 

40% 

20% 

5,000-9,999 

100% 

1,600 

100-249 

$5M-$9.9M 

29% 

63% 

50% 

10% 

50% 

1,000-2,499 

100% 

o 

CO 

CN 

CD 

1,000-2,499 

$250M-$499.9M 

10% 

1.5% 

20% 

70% 

80% 

>10,000 

90% 

1  60,000 

2,500-4,999 

>$500M 

50% 

40% 

NA 

NA 

NA 

>10,000 

85% 

o 

o 

<100 

$10M-$24.9M 

NA 

NA 

NA 

NA 

NA 

1,000-2,499 

NA 

j  40,000 

250-499 

$50M-$99.9M 

20% 

0% 

65% 

8% 

15% 

2,500-4,999 

92% 

li  2,513 

<100 

$25M-$49.9M 

-15% 

5% 

5% 

50% 

95% 

500-999 

50% 

1  13,000 

1,000-2,499 

>$500M 

18% 

0% 

65% 

80% 

20% 

>10,000 

85% 

::  167,000 

500-999 

$50M-$99.9M 

-1% 

20% 

75% 

20% 

25% 

1,000-2,499 

100% 

4,300 

250-499 

$50M-$99.9M 

18% 

2.5% 

65% 

70% 

35% 

1,000-2,499 

100% 

3,500 

<100 

$25M-$49.9M 

0% 

NA 

50% 

25% 

50% 

1,000-2,499 

90% 

!  4,291 

<100 

$10M-$24.9M 

22% 

NA 

NA 

25% 

NA 

1,000-2,499 

5% 

8,982 

250-499 

$25M-$49.9M 

-6% 

5% 

86% 

60% 

14% 

>10,000 

98% 

1  15,000 

250-499 

$100M-$249.9M 

20% 

20% 

70% 

30% 

30% 

1,000-2,499 

100% 

'  75,000 

1,000-2,499 

$250M-$499.9M 

-2% 

25% 

50% 

15% 

50% 

>10,000 

85% 

j  71,600 

500-999 

$100M-$249.9M 

0% 

NA 

NA 

NA 

NA 

>10,000 

NA 

■  38,924 

250-499 

$100M-$249.9M 

4% 

NA 

40% 

40% 

60% 

5,000-9,999 

50% 

j  8,371 

500-999 

$100M-$249.9M 

15% 

20% 

60% 

30% 

40% 

>10,000 

40% 

37,700 

500-999 

$100M-$249.9M 

15% 

20% 

60% 

30% 

40% 

>10,000 

40% 

j  85,650 

2,500-4,999 

$250M-$499.9M 

2% 

50% 

82% 

75% 

18% 

5,000-9,999 

95% 

SEPTEMBER  19 
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INFORMATION 


PREMIER 

100  RANK 

COMPANY 

INDUSTRY 

PRODUCTIVITY 

INDEX 

CIO’S  YEARS 

IN  POSITION 

CIO  REPORTS  TO 

76 

Fifth  Third  Bancorp* 

Commercial  Banks 

.15 

0.3 

1 

CEO  1 

77 

Ameritech  Corp. 

Utilities 

.15 

1.3 

President,  Network  Services 

78 

Rhone  Poulenc  Rorer,  Inc.* 

Pharmaceuticals 

.14 

5 

CFO  j 

79 

General  Mills,  Inc.* 

Food 

.14 

5 

Corporate  Comtroller  f 

80 

PaineWebber  Group,  Inc. 

Financial  Services 

.14 

5 

Chief  Administration  Officer  b 

81 

Turner  Corp. 

Diversified  Services 

.14 

1 

Senior  Vice  President,  Board  of  Dir.  ' 

82 

Hon  Industries,  Inc.* 

Furniture 

.14 

15 

President 

T 

1 

83 

MBNA  Corp. 

Commercial  Banks 

.14 

3 

Chairman  of  the  Board  &  CEO  1 

84 

General  RE  Corp.* 

Financial  Services 

.14 

17 

President 

85 

First  Virginia  Banks,  Inc. 

Commercial  Banks 

.13 

8 

Chairman  &  CEO  ' 

]• 

86 

Allergan,  Inc.* 

Pharmaceuticals 

.13 

12 

CIO 

f 

87 

Leggett  &  Platt,  Inc. 

Furniture 

.13 

20 

Senior  Vice  President,  Finance  &  Admin. 

88 

May  Department  Stores  Co.* 

Retailing 

.13 

12 

President 

89 

Hershey  Foods  Corp. 

Food 

.12 

15 

r 

Vice  President,  Finance  &  Administration  j 

90 

Hillenbrand  Industries,  Inc. 

Metal  Products 

.12 

5 

Vice  President  &  Controller 

1 

91 

Stewart  &  Stevenson  Services* 

Farm  Equipment 

.12 

21 

,1; 

Corporate  Comtroller  j 

92 

Tribune  Co. 

Publishing  &  Printing 

.12 

5 

Chairman  &  CEO  j| 

93 

Reader's  Digest  Association,  Inc. 

Publishing  &  Printing 

.12 

3 

COO/CEO 

1 

i 

94 

Wal-Mart  Stores,  Inc. 

Retailing 

.12 

1 

COO  i 

95 

Sonoco  Products  Co. 

Forest  Products 

.11 

4 

Executive  Vice  President 

96 

Gillette  Co. 

Metal  Products 

.11 

1.5 

CFO 

1 

{ 

97 

Werner  Enterprises,  Inc. 

Transportation 

.11 

1 

Vice  President 

98 

Avon  Products,  Inc.* 

Soaps  &  Cosmetics 

.11 

7 

i 

coo  1 

99 

Dover  Corp.* 

Farm  Equipment 

.11 

14 

Vice  President,  Finance 

100 

Upjohn  Co. 

Pharmaceuticals 

.11 

8 

Corp.  Executive  Vice  President,  Admin. 

1 

’^Data  not  from  the  top  executive  at  the  company 

52  COMPUTERWORLD  PREMIER  10,0 


TOTAL 

NUMBER  OF 

EMPLOYEES 

TOTAL 

NUMBER  OF 

IS  STAFF 
(RANGE) 

TOTAL  IS  BUDGET 

(RANGE) 

PERCENT 

CHANGE  IN 

BUDGET  ‘gS-'ST 

PERCENT  IS 

BUDGET 

SPENT 

OUTSIDE  IS 

DEPARTMENT 

PERCENT 

SOFTWARE 

SPENT  ON 

NEW 

DEVELOPMENT 

PERCENT 

SOFR;VARE 

DEVELOPMENT 

FOR 

CLIENT/SERVER 

PERCENT 

SOFT/WRE 

DEVELOPMENT 

FOR 

MAINTENANCE 

TOTAL 

DESKTOP 

SERVERS 

(RANGE) 

PERCENT  OF 

DESKTOP 

DEVICES 

NETvVORKED 

4,938 

250-499 

$5M-$9.9M 

15% 

NA 

NA 

NA 

NA 

2,500-4,999 

NA 

66,956 

2,500-4,999 

>$500M 

0% 

2% 

30% 

18% 

70% 

>10,000 

90% 

22,500 

250-499 

$10M-$24.9M 

0% 

5% 

35% 

30% 

65% 

250-499 

95% 

121,290 

250-499 

$.5M-$999,999 

10% 

NA 

NA 

NA 

NA 

2,500-4,999 

NA 

13,000 

500-999 

$100M-$249.9M 

12% 

15% 

75% 

80% 

25% 

>10,000 

92% 

2,445 

<100 

$1M-$4.9M 

-17% 

50% 

40% 

NA 

60% 

1,000-2,499 

80% 

5,691 

100-249 

$10M-$24.9M 

10% 

0% 

20% 

10% 

80% 

1,000-2,499 

100% 

9,868 

1,000-2,499 

$50M-$99.9M 

87% 

19% 

61% 

15% 

39% 

5,000-9,999 

85% 

2,400 

250-499 

$25M-$49.9M 

0% 

0% 

85% 

100% 

15% 

1,000-2,499 

20% 

5,400 

■ 

100-249 

$25M-$49.9M 

8% 

0% 

35% 

5% 

65% 

<100 

100% 

4,749 

100-249 

$10M-$24.9M 

NA 

40% 

70% 

60% 

40% 

1,000-2,499 

80% 

4,000 

<100 

$5M-$9.9M 

8% 

10% 

60% 

10% 

40% 

500-999 

2% 

140,000 

500-999 

$50M-$99.9M 

0% 

10% 

40% 

5% 

60% 

>10,000 

25% 

i  15,300 

100-249 

$10M-$24.9M 

15% 

36% 

60% 

5% 

40% 

1,000-2,499 

90% 

10,200 

100-249 

>$500M 

5% 

5% 

NA 

20% 

100% 

100-249 

100% 

,  2,850 

<100 

$1M-$4.9M 

20% 

0% 

NA 

1% 

NA 

NA 

NA 

9,862 

<100 

$10M-$24.9M 

1% 

5% 

25% 

20% 

25% 

5,000-9,999 

25% 

7,200 

250-499 

$50M-$99.9M 

0% 

1% 

64% 

34% 

36% 

5,000-9,999 

98% 

540,000 

1,000-2,499 

$250iVI-$499.9M 

15% 

1% 

85% 

95% 

15% 

>10,000 

100% 

■  18,000 

<100 

$10M-$24.9M 

2% 

18% 

70% 

35% 

30% 

1,000-2,499 

70% 

33,400 

250-499 

$100M-$249.9M 

13% 

20% 

70% 

80% 

30% 

>10,000 

35% 

3,845 

<100 

$5M-$9.9M 

50% 

25% 

75% 

10% 

25% 

100-249 

75% 

29,800 

500-999 

$50M-$99.9M 

8% 

75% 

75% 

10% 

25% 

5,000-9,999 

25% 

20,445 

<10 

$5M-$9.9M 

5% 

20% 

50% 

85% 

50% 

250-499 

80% 

18,600 

500-999 

$100M-$249.9!V1 

-5% 

50% 

66% 

40% 

34% 

5,000-9,999 

90% 
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3M  Co.,  David  P.  Drew,  V.  P.,  iT,  50 
Abbott  Laboratories,  Kenneth  Farmer,  V.  P., 
Corporate  MiS,  46 

Ace  Hardware  Corp.,  Don  Schuman,  V.  P.,  iS, 

10.46 

Advanta  Corp.,  Dan  Muecke,  V.  P.,  Corporate 
Tech.,  50 

Allergan,  Inc.,  Mike  Lach,  V.  P.,  Info.  Svcs.,  52 
Ambac,  Inc.,  Randy  Schmidt,  Sr.  V.  P.,  17,46 
American  Home  Products  Corp.,  Edward  A. 
Schefer,  V.  P.,  MIS,  46 

American  President  Cos.,  James  S.  Marston, 
Sr.  V.P.  and  CIO,  34,48 
Ameritech  Corp.,  James  Goetz,  V.  P.,  IT,  52 
Amgen,  Inc.,  Bruce  Whetstone,  Director, 
Corporate  IT,  8,17,20,36,46 
ARA  Group,  Inc.,  John  Kallelis,  V.  P.,  IT,  17,46 
Avon  Products,  Inc.,  52 
BankersTrust  New  YorkCorp.,  Carmine 
Vona,  Mg.  Director,  8,50 
The  Bear  Stearns  Cos.,  W.  Ben  Kuenemann, 
Sr.  Mg.  Director,  Info.  Svcs.,  8,10,26,38,46 
Boston  Bancorp,  Kenneth  Bordewieck, 
Director,  MIS,  48 

Briggs  &  Stratton  Corp.,  Larry  Salsbury, 
Director,  IS,  40,48 

Bristol-Myers  Squibb  Co.,  Alex  J.  Gibbons, 

V.  P.,48 

Charles  Schwab  Corp.,  Dawn  LePore,  CIO  and 
Exec.  V.  P.,  48 

Charter  One  Financial,  Inc.,  Marc  Reider, 
Projects  Assistant,  50 

Coca  Cola  Co.,  Hugh  Switzer,  V.  P.  and  Director, 
Info.  Svcs.,  40,48 

Collective  Bancorp,  Inc.,  Eric  Gaupp,  V.  P., 
Systems,  46 

Cone  Mills  Corp.,  Paul  Vetter,  Director,  Info. 
Svcs.,  48 

Cooper  Tire  &  Rubber  Co.,  John  E.  Mitchell, 
Director,  IS,  10,46 

CPC  International,  Inc.,  Angelo  Abdela,  V.  P. 
and  Treasurer,  50 

CSF  Holdings,  Inc.,  Jack  Butler,  Sr.  V.  P.,  MIS, 

46 

Dibrell  Brothers,  Inc.,  Lewis  R.  Handy,  V.  P. 
and  Director,  MIS,  48 

Dover  Corp.,  52 

E-Systems,  Inc.,  Gary  Sprehe,  V.P.,  Federal  IS, 

50 

Emerson  Electric  Co.,  S.  Lamar  Rieves,  V.  P., 
IS,  50 

Fifth  Third  Bancorp,  James  Hudepohl,  Sr.  V.  P., 
MIS,  52 

First  Commerce  Corp.,  James  Granier,  Sr. 

V.P.,  IS,  50 

First  Virginia  Banks,  Inc.,  Shirley  C.  Beavers 
Jr.,  President,  52 

Fluor  Corp.,  Bill  Mazilly,  V.  P.,  Info.  Mgmt, 

17.46 


Fruit  of  the  Loom,  Inc.,  Joanne  Suczynski, 

Sr.  Mgr.,  MIS,  46 

Gannett  Co.,  John  Palm,  V.  P.,  Systems,  40,48 
Gap,  Inc.,  Dennis  M.  Connors,  CIO,  50 
GEICO  Corp.,  Simone  J.  Pace,  CIO  and  Sr.  V.  P., 

48 

General  Mills,  Inc.,  Phil  Semmer,  CIO,  52 
General  RE  Corp.,  Stephen  Raye,  CIO,  52 
Gerber  Products  Co.,  John  Kraley,  Director, 
Corporate  MIS,  48 

Gillette  Co.,  Patrick  Zilvitis,  V.  P.,  Corporate  IT, 

8,38,52 

Great  Lakes  Chemical  Corp.,  Glenn  Scuteri, 
Director,  Info.  Svcs.,  46 

H&R  Block,  Inc.,  Judy  Keisling,  V.  P.,  Info.  Svcs., 

48 

H.  J.  Heinz  Co.,  Jerry  Havemann,  General  Mgr., 
IS,  50 

Hershey  Foods  Corp.,  Bruce  Dieffenbach, 
Director,  Info.  Svcs.,  20,52 
Hillenbrand  Industries,  Inc.,  Colin 
Goodnight,  Mgr.,  Corporate  MIS,  52 
Hon  Industries,  Inc.,  Jim  Goughenour,  V.  P., 
Process  Improvement  and  Technology,  52 
IDS  Financial  Corp.,  JackThomas,  Sr.  V.  P., 
Info.  &  Tech.,  40,50 

Illinois  Central  Corp.,  Dale  W.  Phillips,  V.  P. 
and  CFO,  17,40,46 

International  Flavors  &  Fragrances,  Inc., 

Wim  Van  Berkel,  V.  P.,  IT,  40,46 
Johnson&  Johnson,  Ronald  Morris,  V.  P.,  IT,  50 
JP  Morgan  &  Co.,  James  Brennan,  V.  P., 
Software  Development,  50 
Kellogg  Co.,  Jay  W.  Shreiner,  V.  P.,  Info.  Svcs., 
48 

Lancaster  Colony  Corp.,  Sally  Evans,  Mgr., 
Office  and  Personnel,  50 
Leggett  &  Platt,  Inc.,  Don  LaFerla,  V.  P., 

Mgmt.,  Info,  and  Office  Svcs.,  52 
Levi  Strauss  Associates,  Inc.,  Bill  Eaton,  CIO 
and  Sr.  V.  P.,  48 

MAPCO,  Inc., J.  Chris Scalet,  V.  P.,  IS,  17,26,46 
May  Department  Stores  Co.,  Wayne  Berger, 
Regional  V.  P.,  52 

MBIA, Inc., Jeff Kostiw, V.P.  and  Mgr.,  IT,  17,46 
MBNA  Corp.,  Ronald  Davies,  Vice  Chairman  and 
CTO,  52 

McDonald’s  Corp.,  Carl  Dill  Jr.,  V.  P.,  IS,  20,50 

Medtronic,  Inc., Thomas  E.  Morin,  V.  P., 
Corporate  Svcs.,  48 

Merck  &  Co.,  Charles  Popper,  V.  P.,  Corporate 
Computer  Resources,  48 

Merrill  Lynch  &  Co.,  Edward  L.  Goldberg, 

Exec.  V.P.,  33,48 

Morgan  Stanley  Group,  Inc.,  Mari  Jane 
Magiiaro,  Director,  Employee  Relations,  IT,  46 
NALCO  Chemical  Co.,  Mark  Lega,  Director,  IS, 
34,50 

Newell  Co.,  Clarence  Davenport,  V.  P.  and 


Treasurer,  50 

Newmont  MiningCorp.,  Jean-Michael  Rendu, 
V.  P.,  Mine  Engineering  and  IS,  46 
Nike,  inc..  Bob  Kreinberg,  CIO,  50 
PaineWebber  Group,  Inc.,  Robert  McKinney, 
CIO,  52 

Praxair,  Inc.,  Tom  Mantz,  CIO,  48 

Raytheon  Co.,  Bob  Turcotte,  48 

Reader’s  Digest  Association,  Inc.,  Kenneth 
A.  Nelson,  V.P.,  MIS,  20,34,52 
Reebok  International  Ltd.,  Tom  Trainer,  CIO 
and  V.  P.,  50 

Rhone  Poulenc  Rorer,  Inc.,  Jeff  Keisling, 
Director,  U.S.  IS,  52 

Rockwell  International  Corp.,  James  Sutter, 
V.P.  and  General  Manager,  25,50 
Rubbermaid,  Inc.,  Michael  Naylor,  Sr.  V.  P., 
Technology,  48 

Salomon  Brothers,  Inc.,  Peter  Bloom, 

Mg.  Director,  Business  Technology,  20,48 
Schering-Plough  Corp.,  Roberts.  Lyons,  V.  P., 

46 

Sigma  Aldrich  Co.,  Alan  M.  Jaggie,  V.  P.,  Info. 
Svcs.,  50 

Sonoco  Products  Co.,  Bernie  Campbell,  V.  P., 
IS,  20,26,52 

Southwestern  Bell  Corp.,  Richard  Deitz,  V.  P., 
Info.  Svcs.,  50 

Stewart  8e  Stevenson  Services,  Ern  i  e  T rozzo , 
Director,  MIS,  52 

Sunbeam-Oster  Co.,  Robert Gaynor,  Director, 
MIS,  48 

Thiokol  Corp.,  Brad  Stout,  CIO  and  V.  P.,  IS, 

26,50 

Travelers  Corp.,  Richard  E.  Morrison,  Sr.  V.  P. 
and  CIO,  50 

Tribune  Co.,  John  Kazik,  Sr.  V.P.,  IS,  10,38,52 
Turner  Corp.,  David  Furth,  Manager,  IS,  52 
U.S.  Healthcare,  Inc.,  Richard  Castor,  CIO  and 
V.  P.,  17,46 

Unifi,  Inc.,  Jerry  Moore,  V.  P.,  MIS,  10,13,26,46 
United  Healthcare  Corp.,  James  P.  Bradley, 
CIO  and  Sr.  V.P.,  34,48 
Upjohn  Co.,  Jack  Longman,  V.  P.,  Ml  and  OS,  52 
UST,  Inc.,  Donald  Cerullo,  V.  P.,  Corporate  MIS, 

17,46 

Valspar  Corp.,  Jim  Johnson,  Director,  MIS,  50 
W.  M.  Wrigley  Jr.  Co.,  Dennis  Maliy,  Director, 
Info.  Svcs.,  48 

Wal-Mart  Stores,  Inc.,  Randall  Mott,  CIO  and 
Sr.  V.P.,  52 

Walt  Disney  Co.,  Sharon  Garrett,  CIO,  46 
Waste  Management,  inc.,  Bert  Young,  V.  P., 

IS,  8,46 

Werner  Enterprises,  Inc.,  Kirk  Hooten, 
Director,  MIS,  52 

Worthington  Industries,  Inc.,  Bill  Miller,  Mgr., 
Corporate  IS,  48 
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Lessons  of  the  productivity  paradox 
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'  Emotions  run  high  at  the  mere  mention  of  the 
fabled  productivity  paradox.  Just  the  hint 
that  computers  haven’t  delivered  their  long- 
promised  payback  has  sent  shockwaves  up 
and  down  high-tech  America. 

And  with  good  reason.  Such  a  profound 
challenge  goes  right  to  the  heart  of  the  sup¬ 
posed  miracles  of  information  technology. 

It  must  be  a  measurement  problem,  the 
critics  say.  Surely  technology  has  always 
been  of  great  value  but  undoubtedly  in  ways 
that  are  escapingthe  U.S.  government’s  eco¬ 
nomic  accounting  system.  Fix  the  metrics, 
and  presto!  The  paradox  would  vanish. 

That,  in  fact,  was  a  key  conclusion  of  a 
three-year  study  conducted  under  the  aus¬ 
pices  of  the  National  Academy  of  Sciences 

and  recently  published 
in  a  volume  entitled 
Information  Technol¬ 
ogy  and  the  Service 
Society:  A  Twenty -First  Century  Lever .  As 
a  member  of  the  committee  that  produced 
this  tome,  I  can  attest  to  the  fact  that  the  mea¬ 
surement  critique  found  many  a  sympathetic 
ear  in  our  debates. 

In  its  simplest  form,  the  paradox  went  like 
this:  America’s  vast  service  sector  —  indus¬ 
tries  such  as  banks,  airlines,  telecommuni¬ 
cations  and  retail  that  collectively  own  about 
85%  of  the  nation’s  installed  base  of  informa¬ 
tion  technology — ^  was  stuck  in  a  quagmire 
of  disappointing  productivity  gi’owth. 

In  the  1980s,  this  segment  of  the  economy 
upped  the  ante  on  technology,  spending  an 
additional  $860  billion  on  hardware  alone.  At 
the  same  time,  however,  service  sector  pro¬ 
ductivity  failed  to  respond,  continuingto  in¬ 
crease  at  an  anemic  0.7%  average  annual 
rate.  The  widely  presumed  benefits  of  the  In¬ 
formation  Age  were  startingto  ring  hollow. 

From  the  beginning,  I  never  felt  this  was  a 
statistical  fluke.  Yes,  the  measurement  pit- 
falls  of  gauging  semce  sector  output  are  leg¬ 
endary.  But  something  more  powerful  was  at 
work.  Sheltered  from  competition  by  regula¬ 
tion  and  the  lack  of  foreign  players,  seivice 
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companies  were  becoming  more  complacent 
about  matters  of  cost  control  and  were  load¬ 
ing  up  on  both  workers  and  machines. 

The  result  was  a  bad  case  of  bloated  costs, 
highlighted  by  a  rapidly  growing  infrastruc¬ 
ture  of  unproductive  information  technology. 

The  moment  of  truth  came  with  a  sea 
change  in  the  competitive  environment.  Trig¬ 
gered  by  deregulation  and  globalization,  a 
massive  wave  of  service  sector  restructuring 
began  in  the  early  1990s,  sparkingunprece- 
dented  upheaval  in  America’s  technology 
user  community.  The  harsh  reality  of  service 
sector  restructuring  suggests  there  was 
something  to  the  paradox  all  along. 

But  that  was  then.  Courtesy  of  restructur¬ 
ing,  America  is  beginning  to  move  to  the  oth¬ 
er  side  of  its  technology  quandary.  As  service 
industries  scramble  to  survive  in  today’s 
competitive  climate,  they  are  finally  using  in¬ 
formation  technologies  as  strategic  tools  for 
competitive  advantage. 

Moreover,  salespeople  are  being  empow¬ 
ered  with  potent  point-of-sale  computing  de¬ 
vices,  enabling  them  to  participate  in  higher- 
value  activities  such  as  inventory  control 
and  customer  feedback.  Additionally,  a 
whole  layer  of  midlevel,  paper-shufflingman- 
agers  is  being  replaced  by  the  combination 
of  global  telecommunications  networks  and 
on-line  transaction  tracking  systems. 

And  so  the  saga  comes  full  circle.  The  par¬ 
adox  served  the  very  useful  purpose  of  sig¬ 
naling  that  something  was  amiss  as  America 
leapt  headlong  into  the  Information  Age. 

But  now  managers  are  left  with  the  ardu¬ 
ous  task  of  resolving  the  paradox.  That 
means  adoptingtechnology-based  strate¬ 
gies  aimed  at  flattening  corporate  bureau¬ 
cracies,  restoring  flexibility  to  cost  struc¬ 
tures  and  providing  the  long-awaited  boost 
to  white-collar  productivity.  Let  memories  of 
the  paradox  endure,  however,  as  a  warning 
of  how  easy  it  is  to  stray  from  the  path.  □ 


Roach  is  co-director  of  global  economics  at  Morgan 
Stanley  &  Co. 
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WHAT  CAN  PULL 


YOUR  ENTIRE 

BUSINESS^ 

TOGETHER? 


True 
network 
computing.  It 
is  tke  computing 
you’ve  wanted  all  along :  It 
is  servers  witk  mission- critical  level 
security.  It  is  servers  tkat  serve  more 
quickly  and  cost-effectively:  for  tke  workgroup, 
department,  or  enterprise.  It  is  desktops  and  servers 
witk  networking  designed-in.  It  is  a  software  environment 
witk  networking  designed-in.  It  is  an  operating  environment  so 
mature  financial  institutions  move  trillions  of  dollars  on  it.  It  is  experi¬ 
ence  tkat  comes  from  selling  more  UNIX  systems  tkan  any  otker  company. 

It  is  tke  Solaris®  software  environment,  SPARCstation  systems,  SPARCserver 
systems,  SunNet  Manager,  and  16,000  UNIX  experts.  It  is  ^ 

kappening  in  kusinesses  around  tke  world.  And  it  is  demonstrakly  Woun 

ketter.  Let  us  prove  it  to  you:  call  your  nearest  Sun  representative.  Tke  Network  Is  Tke  Computer" 
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